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ook at LU ich for extra advantages 
KINNEAR 


STEEL ROELING DOORS 





% Inside coiling upward-action 
% Outside sturdy steel surface 


W s, % Inside space-saving features 
HEN you're deciding on doors, consider . " 
the many advantages on both sides of Kinnear Steel % Outside unobstructed opening 
Rolling Doors. Inside and outside, you have full . 

% Inside easy-to-reach control 


use - all wall and floor space at yee The 
interlocking-slat steel curtain rises straight up- : : 
ward; opens and shuts smoothly and easily. It * Outside attractive —— 
coils in a compact roll above the doorway, com- 
pletely out of the way; out of reach of wind or 
vehicle damage. 
These rugged Kinnear Rolling Doors give long-time, low- / 
maintenance service. When shut, they form all-metal bar- Remote control by 
riers against fire, storm, theft, and intrusion. They are indi- push-button from ” 
vidually engineered to fit any size opening in new or old any point saves you 
eunmen time, steps, effort. 
THE KINNEAR MANUFACTURING CO. 

FACTORIES—2060-80 Fields Ave., Columbus 16, Ohio; 

1742 Yosemite Ave., San Francisco 24, Calif. 

Offices and Agents in Principal Cities 


For fullest operating ts | 
: 2 aang , Ri Husky KINNEAR 
Saving Ways in Doorways . 7 Motor Operator 


INN | GP ®, lifts, lowers, stops 

KINNEAR . : door electrically. 
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and extend plant efi- 
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doors. rite today 
for details. 
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Attractive folders on 
this Regulator will 
be furnished free, for 
your trade. Write for 
catalog and price list 
on Barber Burner 
Units for Gas Ap- 
pliances, Conversion 
Burners for Furnaces 
and Boilers, and Reg- 
ulators, 


Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes Y%4" up. 


@ As you know, the name Barber is an assurance of dependable quality. Here 
is a gas pressure regulator whose design is tried and tested, made with rugged 
body, brass operating parts, phosphor bronze springs, and diaphragms of finest 
sheepskin, properly processed for domestic delivery pressures (for low pres- 
sure on LP gas, diaphragms are of Vulcan Proofing). A Barber Regulator is 
a precision device, responds to 3/10 pressure drop, and can be relied on for 
continuous operation. A good regulator is the only regulator worth your money 
or your customer’s. Barber’s 30-year record is a guarantee of satisfaction. 
When ordering please specify type of gas. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


A BARBER ..c2:.. REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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he bills of these birds are always the same. 


he hummingbird’s bill is always long and thin. 
he duck’s bill is always sort of flat. The peli- 
an’s bill always has a pouch attached. 


ach species retains the same distinctive bill 
year after year. 


t's a far different story, however, with con- 
umer’s bills. As you so well know, some of 
hem change. Some customers’ bills may show 
marked increase ... or decrease... in kilo- 
att-hour usage over a short period of time. 


current analysis of your bills, therefore, 
may disclose certain trends that will be of con- 
iderable value to you in planning your rate 
d promotional programs. 


Many such bill analyses are compiled for utili- 
ies by the Recording and Statistical Corpora- 
on. The tabulations are made on specially 
lesigned electro-mechanical equipment. As 
many as 200,000 bills can be analyzed each day 
by trained personnel. 


FREE booklet for you 
e shall be glad to give you the facts about 


ECORDING AND STATISTICAL CORPORATION 


102 MAIDEN LANE, 





Some interesting 


facts about bills ! 





this accurate and economical method of com- 
piling customers’ usage data. 


Write today for “The One Step Method of Bill 
Analysis.” It may save you time and money 
in the months to come. 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds in 


300 registers—in one step! 





NEW YORK 5, N. Y. 
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A= has passed since a wave of 
utility antistrike bills swept 
through many of our state legislatures, 
leaving some dozen laws on the statute 
books of key states, notably in the Mid- 
dle West. The past year has not devel- 
oped any major utility strikes either in 
states with these new utility antistrike 
laws or those states which did not see fit 
to adopt the same. 


In other words, this category of statu- 
tory reform remains to be tested both 
from the standpoint of constitutional 
legality and administrative practicality. 
At one time the Wisconsin statute 
seemed to be headed for an early test 
when the Dane County Circuit Court 
held it to be unconstitutional. But the 
state supreme court recently canceled 
this litigation as involving a moot ques- 
tion. 


WHETHER states which have these 
laws stand, today, better protected from 
an interruption of vital public service 
than those which do not, remains to be 
seen, One problem did pop up in the 
case of the new (1947) Missouri Stat- 
ute. The Missouri law is probably the 
most comprehensive of any of these spe- 
cialized utility industry labor relation 
measures, It provides not only for com- 
pulsory arbitration and possible state 
seizure to prevent strikes and lockouts, 
but it also sets up a special commission 
to regulate utility labor disputes, 


SEVERAL weeks ago a strike was 
threatened to be called by employees of 
the Union Electric Company serving the 
St. Louis area, The state board went into 
action, invoking the various controls. 
But, lo and behold, it developed that 
three-fourths of the power was supplied 
by company employees in the neighbor- 
ing states of Illinois and Iowa. These, 
obviously, could not be regulated or 
bound by the special Missouri commis- 
sion’s orders. Thus, St, Louis faced 
paralysis in its utility service by a strike 
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of utility employees operating outside 
the state. 


* x * 


“2 special Missouri commission, 
ably directed by its diplomatic 
chairman, VANCE JULIAN, was able to 
get out of that particular impasse, as a 
result of negotiations which eventually 
settled the strike, including workers out- 
side of the state of Missouri. But this ex- 
perience raises the interesting question 
of whether individual state laws are suff- 
cient protection, Three alternatives have 
been suggested : 


1, A FeperAL statute especially deal- 
ing with utility strikes—and stronger in 
its provisions than that section of the 
present Taft-Hartley Act allowing an 
80-day “cooling off” period for indus- 
tries essential to public health and safety 
(which would presumably include major 
utility service in any large city). 


2. AN interstate compact which would 
permit states, themselves, to adopt uni- 
form legislation pursuant to a compact 
agreement, The trouble with this is that 
such compacts must be authorized by 
Congress, as well as adopted by the in- 


6 
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IF THERE EVER WAS A JOB 


FOR SPECIALISTS— 7/9 /F /77 





Prefabricated Piping from GRINNELL 


assures you QUALITY 


Grinnell interpretive engineering, metallurgical 
research, specialized facilities, skilled personnel and 
rigid inspection, assure delivery of pretested and certi- 
fied piping sub-assemblies which meet all governing 
code requirements. 


Prefabricated Piping from GRINNELL 


assures you LCONOMY 


One source for design and fabrication. Coordination 
of shop production under ideal conditions. Predeter- 
mined but flexible delivery schedules. Elimination of 
waste by paying only for finished assemblies. Reduc- 
tion in field assembly time. 


GRINNELL COMPANY, INC. Providence 1, R. 1. 
Branch warehouses in principal cities. 


Pipe Fabrication Plants: Cranston, R. |.; Warren, Ohio. 





¢ 


Heating Alloy Steel Piping 4 
Preparatory to Bending== 


Many of the alloys developed for high-pressure, 
high-temperature services and for corrosion- 
resistant applications are susceptible to loss of 
their valuable properties within certain tempera- 
ture ranges as a result of excessive changes in 
metallurgical structure, surface oxidation, heat 
shock and cracking. 

Only furnaces equipped to maintain accurately 
the specified temperature of the pipe are capable 
of retaining and safeguarding the metallurgical 
properties which dictate the choice of material. 

Grinnell’s modern pipe fabrication equipment 
includes specially designed gas-fired radiant beat 
furnaces, with such features as strategic location 
of multiple burners providing uniform temper- 
ature distribution and preventing harmful flame 
impingement, close temperature and time con- 
trols, automatic regulation, recording instrumen- 
tation and car loading. 


WHENEVER IS INVOLVED 
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8 PAGES WITH THE EDITORS (Continued) 


dividual state legislatures, thereby giv- 
ing rise to legislative uncertainties, 


3. More states could adopt their own 
laws, just as Missouri did. It was pointed 
out, in the St. Louis incident, that Illi- 
nois and Iowa are among the few middle 
western states which have not yet done 
so—Indiana, Michigan, Wisconsin, Ne- 
braska, and Missouri all having led the 
way. 


PROBABLY in the legislative biennium 
of 1948 some of these gaps will be filled 
in. Meanwhile, those states having spe- 
cial utility antistrike laws are busy de- 
veloping them, In this respect we are 
fortunate in obtaining a firsthand ac- 
count from the aforementioned chair- 
man, VANCE JULIAN, whose article on 
how the Missouri law works begins on 
page 204, Mr. JuLian is a graduate of 
the University of Missouri with degrees 
of AB and LLB, 1929. Since that date 
he has practiced general law in Clinton, 
Missouri, 

i Fe 


I’ more recent years modern electric 
grid systems have been developed to 
higher points of efficiency and depend- 
ability than ever before. The opening ar- 
ticle in this issue gives an account of the 
operation of one of the most important 
of these modern grid systems—the one 
in operation in the area which embraces 
Philadelphia, Baltimore, and Washing- 
ton. 


Henry B. Bryans, president of the 
Philadelphia Electric Company, author 
of this article on the Susquehanna-Chesa- 
peake grid system, was born and edu- 
cated in Philadelphia, His entire busi- 
ness career has been spent in the public 
utility business. He began with the Phila- 
delphia Gas Works Company, continu- 
ing with the gas business in Kansas City, 
Missouri and Kansas. He first entered 
the electric utility business at Glovers- 
ville, New York, and later became engi- 
neer of the Counties Gas & Electric Com- 
pany at Norristown, Pennsylvania. He 
was subsequently appointed general su- 
perintendent and later assistant general 
manager of the Philadelphia Suburban 
Counties Gas & Electric Company. In 
1929 he was named vice president in 
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charge of operations of the Philadelphia 
Electric Company and executive vice 
president in 1938, He was elected to his 
present post as president of the com- 
pany in 1947. Mr. Bryans has long been 
active in professional, industrial, and 
civic organization work. 


* * * * 


J I. BULLARD, whose article on “Tools 
* and Power and Progress” begins on 
page 211, has for twenty years been a 
prolific contributor to business and tech- 
nical periodicals. A graduate of Brown 
University (PhB, ’03), he entered the 
utility field as salesman for the Narra- 
gansett Electric Lighting Company, 
Providence, Rhode Island, in 1906. After 
that he was with the Detroit City Gas 
Company, Empire District Electric Com- 
pany, Joplin, Missouri, .and the West- 
chester Lighting Company, Mount Ver- 
non, New York. He later became sales 
manager of the Nassau & Suffolk Gas 
Company, In 1917 he became associate 
editor of The Horseless Age. Since 
World War I he has been devoted to 
free-lance writing from his home in Cen- 
tral Valley, New York. 


THE next number of this magazine 
will be out August 26th, 


—— 
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“AS ASECRETARY, I’m delighted with the new 
Remington Quiet DeLuxe KMC Typewriter—it’s 
so smooth, so easy in action. With its exclusive 
Keyboard Margin Control (KMC) I set margins 
quickly, simply, positively. The exclusive Page 
End-icator flashes a red warning signal when I ap- 
proach the end of a page. The new two-tone gray 
finish is easy on my eyes, has practically eliminated 
eyestrain due to its absorption of glary light.” 


AS AN EXECUTIVE, the Remington Quiet 
DeLuxe KMC offers you many Plus Values. One. 
is distinctive Executype—a combination of elite 
type balanced in pica widths—that givés you let- 
ters and reports you are proud to sign. Another 
is the handsome color combination that blends so 
smoothly into any office setting. Another Plus 
Value is the measurably quieter operation that 
makes the- whole office a pleasanter place in 
which to work. 

BEFORE REPLACING ANY OF YOUR TYPEWRITERS, 

ot Pei = your nearby Remington Rand 

%, ypewriter representative. Let a Plus 

3 Values Proof Test prove Remington 

.KMC typewriters give you better 
typing at a lower net cost! 


G 


«1873 fy 


i 
% 


Only Remington KMC’'s give all these 


al ++ ssure lowest net cost 
lick of the Fi ins j 
exclusive Keyboard Mares Control Cuca 


2 No Smudged Fin : 
‘ingers! Exclusive Key Trip j 
releases keys jammed through a mis-strohe _ 


3 No Ruined Manic i 
ures! Ringless Plasti 
easy On operator's fingers, save time, png ” 


Exclusive Longe iti : , 
4 capacity. ger Writing Line gives extra writing 


Exclusive 4-Positi " : 
5 ben wean. sition Ribbon Controt gives more 


Exclusive Unit Construction assures lower k 
wu er up eep, 
7 Removable f laten li ts out quickly, easily for daily 





less tiri 


REMINGTON 
Quiet Deluxe KMC 


Remuaglon Kan THE FIRST MAME IN TYPEWRITERS 


Quieter Carria 
8 ring tage Return floats back at touch, is 
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THE ENGINEER AND THE ELECTRIC POWER INDUSTRY 


The young man entering the engineering profession today 
has his choice of a number of interesting and spectacular in- 
dustrial fields — aeronautics, electronics, chemistry, nuclear 
physics, just to mention a few. Has the electric light and power 
operating industry lost its attraction for such trained recruits 
in competition with more ''glamorous" enterprise? Philip Sporn 
of American Gas & Electric Company, appeals to the young 
engineer to give serious consideration to the advantages and 
benefits to be derived in electric utility operation. 


FACTORS BEHIND TODAY'S UTILITY FINANCING 
PROBLEM 


In the volatile money markets of today, industry financing 
is often at the mercy if lathes beyond the control of industry, 
its management, or economics. Such alien influences as inter- 
national complication or the revival of a proposal to enact 
excess profits taxes can wither and blight the most promising 
buds and blossoms of financial promotion. Fergus J. McDiarmid, 
vice president of the Lincoln National Life Insurance Company, 
gives us an excellent discussion of general factors. 


ELECTRIC UTILITY STOCKS ARE BETTER THAN EVER! 


A year ago electric utility common stocks were moving up- 
ward and occasionally downward, in almost a parallel unison 
with other industrial common stocks. But more recently utility 
common shares have failed to gain and recover as vigorously 
as the industrial shares. What is behind this apparent drop in 
investor confidence for utility common shares? Harold H. Scaff, 
vice president of Ebasco Services Incorporated, has looked into 
this perplexing question and gives us the surprising answer that 
there is nothing really to support such investor timidity. 


WHERE DO REGULATORY COMMISSIONERS GO? 


Robert E. Stromberg, of the Federal Communications 
Commission staff, has made a brief study of a number of in- 
dividual Federal and state commission careers. He finds that, 
while some go and a good many stay on their commission jobs 
for years, a surprising large proportion continue in public service 
using their regulatory commission positions as stepping stones 
to other and higher positions, including governors, Senators, 
members of Congress, etc. 





A | SO . . . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 


10 
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ONDITION OF SOIL OR 
FIELD..GAS..GASOLINE.. 


R..CONDUIT.. DRAINAGE 


UNDER ANY C 
TERRAIN IN ANY 
OIL..WATER..SEWE 





MEETING FULLY YOUR 


TRENCHING 
REQUIREMENTS 


DELIVER DEPENDABLE, 
LOW COST PERFORMANCE 
EVERY TIME ON EVERY JOB 


ft CLEVELANDS proved dependability is reflected in their clean-cut, compact, full- 
crawler wheel-type design, their unexcelled engineering, and their superior, sturdy 
all- welded construction from the better, tougher materials. 


The ability of CLEVELANDS to deliver continuously, day after day, maximum trench 
yardage at minimum cost in any type of soil and over varying terrain is due to the 
many built-in characteristics essential to top trenching performance. 

Some of these features, many of which were pioneered by CLEVELAND, are: Elimina- 
tion of all excess weight—a wide range of transmission-controlled speed combinations 
—ample, correctly-applied power—simple, easy handling and control—work always 
visible to operator—low maintenance and fuel costs—and quick, simple, easy field 
repairs through unit-type construction. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE * CLEVELAND 17, OHIO 
TRADE MARK 
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(Htitleit Colceeisls 


“There never was in the world two opinions alike.” 


G. A, LINCOLN 
Professor of political science, West 
Point. 


Dwicut D, EISENHOWER 
President, Columbia University. 


Josern C. Bevis 
Vice president, Opinion Research 
Corporation, 


WALTER C, PLOESER 
U.S. Representative from 
Missouri. 


FELIX MORLEY 
Writer. 


EpmitorIAL STATEMENT 
The Journal of Commerce. 


A. L. BRASSELL 
President, United States Testing 
Company. 


RicHArD R. DEUPREE 
President, Proctor & Gamble. 


WALTER S, TOWER 
President, American Iron & Steel 
Institute. 


—MONTAIGNE 





“We are stuck with the discovery of atomic energy. We 
have to learn to live with it.” 


* 


“Freedom . . . can continue to flourish only as those 
who love it are ready to sacrifice all else for its preserva- 
tion.” 


* 


“Opinion polls reveal that employees can do much to 
create either favor or disfavor for a company in its 
community.” 


* 


“There is a tendency today on the part of government 
to destroy monopoly with another form of monopoly— 
government monopoly.” 


bs 


“The triumph of an evil idea is worse than the triumph 
of an evil government, because ideas enslave the mind 
and soul of man, not merely his body.” 


* 


“..no loss of faith in the future of the dollar is 
justified if this country will continue to expand its pro- 
duction on the one hand, and on the other hand refrains 
from further substantial expansion of its money supply.” 


* 


“We believe the government should confine itself to 
financing and promoting fundamental projects in research 
and leave the field of applied research, which affects 
particular industries, to tax-paying independent labora- 
tories.” 


* 


“Primary responsibilities of management: a success- 
ful business, one that earns regular profits; steady em- 
ployment; the opportunity of the employee to develop 
to the fullest extent of his abilities; the employee’s chance 
to become a capitalist; good working conditions.” 


> 


‘ 


*.. . the power to stop inflation does not rest solely, 
even mainly, in the hand of industry. Far greater is the 
force of government policy in its attitude toward the 
demands of organized labor. and in its disposition to 
restrain the ever-growing pressures for more and more 
Federal spending,” 


12 
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The World's 
Most 
Powerful 
Hydraulic 


Turbines 


@ Newport News has received contracts for all fifteen of the turbine units 
awarded thus far for Grand Coulee Dam, the world's greatest power installation. 
With individual ratings at 150,000 and 165,000 h.p. at 330-foot net head, they 


are the highest-powered hydroelectric units ever built. 


The engineering, efficiency, and workmanship of Newport News built water power 
equipment has been proven by installations in many of the world’s great power 


developments. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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14 REMARKABLE REMARKS—( Continued) 


JosepH H, BALL 
U. S. Senator from Minnesota. 


RatpH E. FLANDERS 
U. S. Senator froyn Vermont. 


Eart O, SHREVE 
President, Chamber of Commerce 
of the United States. 


CuHartes F. Ketrertnc 
Director, General Motors 
Corporation. 


GLENN GARDINER 
Vice president, Forstmann Woolen 
Company. 


WituiAM E. Umstattp 
President, Timken Roller Bearing 
Company. 


S. H, CHELSTED 
Vice president, Peoples First 
National Bank & Trust 
Company, Pittsburgh. 


Haroip WINCOTT 
British financial writer. 


Murray SHIELDS 
Vice president, Bank of the 
Manhattan Company, 
New York. 


LEoNARD W, TRESTER 
Member, Chamber of Commerce 
of the United States. 


Henry H. HEIMANN 
Executive manager, National 
Association of Credit Men. 
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“In the public interest, no society can permit minority 
groups within it to destroy its essential fabric and hope 
to survive.” 


> 


“Is there really anything else to fall back on than the 
development of new statesmanship on the part of business 
and organized labor?” 


a 


“Without the creative force of industry, the glittering 
promises of Socialism and Communism are but the hollow 
fictions of political conspirators.” 


* 


“Never level off. When you reach a peak or when you 
attain certain objectives, seek other peaks. Remember 
that human progress is not static.” 


¥ 


“Economy-minded members of Congress need and de- 
serve the effective help that business can give to their 
efforts to restrict Federal spending expansion.” 


> 


“There is no getting away from the fact that human 
beings progress and prosper in proportion to the degree 
to which individual initiative is allowed and encouraged.” 


* 


“If we have poor employee relations and consequently 
poor public relations, we will find the public sympathetic 
with the employee and his problems, not with manage- 
ment.” 


* 


“It remains the outstanding irony of our time that 
whenever Socialist Britain wants to learn about in- 
dustrial efficiency, it is to competitive, capitalist America 
she turns.” 


> 


“Shortage of capital is world-wide in scope, because 
it has its origin in the well-nigh universal socialization 
of the tax structure which constricts savings in the high 
income brackets.” 


* 


“If workers and the public don’t understand a system 
that produces their income and promotes their well- 
being, can anyone justly blame some of them if they fall 
for the mirages created by demagogues and doctrinaires?” 


* 


“Inflation is an ancient gold brick, but from time to 
time it has been given a modern setting. On the surface, 
inflation looks attractive and is sometimes accepted as 
if it were genuine. In truth it is the same old fraud of 
the ages. It liquidates the virtue of thrift and prevents 
an ordetly flow of commerce. It robs the people of the 
real value of their life savings.” 
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‘Pittshurghs Store Modernization Caravan 


A store-lighting show IN TWELVE ACTS: 


HEN the curtains part on this unique presentation by 
“Pittsburgh,” you'll witness one of the best merchan- 
dising shows in many a year. For the Pittsburgh Store Mod- 
ernization Caravan—comprising twelve scale-models of dis- 
tinctive store designs . . . presents the latest advances in store 
front and interior designs; the most modern lighting tech- 
niques. Each model is complete in every detail. Actual store 
conditions are simulated in miniature. Exteriors, windows, 
interiors, lighting are faithfully and accurately reproduced. 
A 12-act show-on-wheels, the Pittsburgh Caravan will visit 
practically every important center in the country. This tour 
will cover many months, so advance publicity will tell you 
of its appearance locally. When it reaches your city, you are 
cordially invited to attend this novel and worthwhile exhibit. 


“PITTSBURGH 


STORE FRONTS AND INTERIORS 


PAINTS «= GLASS * CHEMICALS * BRUSHES «+ PLASTICS 


Pl?FTse.UR GH on en ie GLAGs COMPANY 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


“[ never thought of floors in relation to earning power” 








HERE'S WHAT THE ARCHITECT SHOWED 


= 


VVVV¥ey— 


\ 





Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 39 sec- 
onds. Construction is dry, incombustible. ° 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 

that floor space is actually what a building is for. You say a steel 

Q-Floor costs less than the carpet to cover it? Yet it provides 

electrical availability over the entire exposed area of the fioor. And 

the steel construction, being dry, reduces building time 20 to 30%. 

These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” ot dv hy pales oe a Ad 
electrical service, regardless ef how many 
new busi hi may be i d. 
An electrical outlet can be established on 





i. every six-inch area. It requires but a small 

Write for the simple facts— hole, takes literally only a few minutes. 

No muss with trenches. Tenants can have 

H. H. ROBERTSON COMPANY oo many outtete, a = as 

Farmers exactly, as - 

2424 Bank Building, Pittsburgh 22, Pennsylvania manently flexible floor plans keep a build- 

Factories in Ambridge, Pa., Hamilton, Ont., Ell port, Englend ing permanently modern. The exterior may 

grow old-fashioned, but with live arteries 

Offices in 50 Principal Cities oon World-Wide Building Service of power in the floors, the building itself 
will never be electrically outmoded. 
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BOILERS fo Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 
variety of sizes and types to meet mod- 

ern utility plant needs. Springfield in- 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 
Springfield service includes the design, 


v 
> 


BENT TUBE BOILERS 

For maximum efficiency in minimum space! 
Carefully balanced Springfield designs built to give 
extra values in performance and dependability. 
Water cooled furnace. Gas flow distributed uniformly 
across width of unit. Dry steam. Minimum superheat 
variation over wide load range. Built in any capa- 
citv from 10,000 Ibs. up. 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements, 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 
tive. Descriptive literature on request. 


® STRAIGHT TUBE BOILERS 


August 12, 1% 


A design preferred by many engineers. 
Big overload capacity; quick response to loads. 
High availability; less outage. Every quality feature 
you want in a boiler. Specially designed for cap- 
acities to 450,000 Ibs. per hour and higher. Spring- 
field patented center water wall construction 
available for large units. 


e@ TYPE M STANDARDIZED BOILERS 


Standardized for quicker delivery 
.. lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 
like a”’BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of 
Springfield's finest quality features. 


SPRINGFIELD 


1960 E. Capitol Ave. 


BOILER CO. 


Springfield, Illinois 


Worldwide Sales and Service 
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SS ni IT SAVES METAL... 
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LONGER 





RUST-OLEUM IS A POSITIVE RUST PREVENTIVE. 
Its enduring coating seals metal against the ravages 
or rain, snow, dampness, fumes and other destruc- 
tive, rust-forming conditions. Public utilities save on 
maintenance costs by using Rust-Oleum. Tough, 
elastic weatherproof—it adds years of protection to 
all metal surfaces. RUST-OLEUM CAN BE APPLIED 
DIRECTLY OVER RUSTING METAL—by brush, dip 
or spray. It outlasts ordinary protective materials 
two to ten times depending on conditions. 

Complete engineering service is available. Rust-Oleum 
stocks are carried by distributors in principal cities. 


Sauee3 Ways 
ON MAINTENANCE 


@ Less Preparation. No sandblast- RUST-0 LEUM CORPORATION 


ing or chemical rust dissolvers 
beesiae saat ane 7» eo 2457 Oakton Street, Evanston, Illinois 
™ aver RIGHT OVER Please send me a free copy of the new Rust-Oleum Catalog of color 


THE RUST lecti d ded 
dees 0 Sstin: fnst-<Olecn selections and recommended uses. 
can be applied in 25% less time Name 

- . « It covers 40% more area 

per gallon, Title 


Lasts Longer. Rust-Oleum out- 
lasts ordinary materials two to Company 
ten times depending on existing 
conditions. Town __ 
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Exide 
BATTERIES 
1888... Dependable Batteries for 60 Years... 1948 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


Exide Central Station Batteries 
ARE DIFFERENT... with the unique 
manchester positive plate.... 


The Exide Battery with the manchester positive plate 
is power packed. That’s because this plate is of unique 
lead button construction. The buttons . . . rolled strips 
of corrugated soft lead . . . are forced into holes of a 
special lead-antimony grid. Forming action expands 
the buttons and locks them securely in place. The re- 
sult . . . tremendous reserve power, long life, trouble- 
free performance. 


Exide Batteries have earned the confidence of en- 
gineers everywhere. Their widespread use for con- 
trol bus operation and other storage battery tasks 
is proof of their dependability, long life and low- 
cost maintenance. 


Whatever your storage battery problems may be, 
Exide engineers will be glad to help you solve them. 
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T* § National Council of State Boards of Enginecring Examiners will hold annual meeting, 

Salt Lake City, Utah, Aug. 26-28, 1948. 

§ American Water Works Association, Minnesota Section, will hold annual mecting, 
Winnipeg, Manitoba, Canada, Sept. 1, 2, 1948. 

§ American Bar Association will hold annual convention, Scattle, Wash., Sept. 6-9, 1948. 

q pure Society of Mechanical Engineers will hold fall meeting, Portland, Ore., 
Sept. 7-8, 1948. 

4 Missouri Broadcasters Association begins first annual meeting, Kansas City, Mo., 1948. 

q fady west Gas Association will hold gas school and conference, Ames, lowa, Sept. 13, 14, 





q Instrument Society of America will hold instrument conference and exhibit, Philadelphia, 


Pa., Sept. 13-17, 1948. 





a 


meeting, Cheyenne, Wyo., Sept. 16, 17, 1948. 





Mich., Sept. 23, 24, 


Ameriean Water Works Association, Rocky Mountain Section, will hold annual S) 





q Michigan Independent Se ae Association will hold annual convention, Lansing, 
1948 





=) 


American Transit Association will hold annual convention, 
26-30, 1948. 


Atlantic City, N. J., Sept. 





ae 


4 Association of American Railroads, Communications Section, will hold convention, 


Colorado Springs, Colo., Sept. 28-30, 1948 





§ American Water Works Association, Kentucky-Tennessce Section, begins annual meet- 


ing, Chattanooga, Tenn., 1948. 





§ American Institute of Electrical Engineers begins Pacific 
Wash., 1948. 


general meeting, Spokane, 











§ Western Association of Broadcasters ends annual convention, 


Canada, 1948 


Saskatoon, Saskatchewan, 
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Man Dwarfed by His Own Creation 


Bearing house and casting for a 42-ton turbine rotor, Built for Tidd Station, 
“Ohio Power Company, Brilliant, Ohio. 





Courtesy, General Electric Compan, 
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The Electric Grid System 


The perfection of the modern smooth-working interconnection 
arrangements in important production centers is one of the most 
important developments in the electric light and power industry. 


By HENRY B. BRYANS* 


PRESIDENT, PHILADELPHIA ELECTRIC COMPANY 


NE of the most important devel- 
O opments in the electric light and 
power industry in recent years 
was the perfection of smooth-working 
interconnection arrangements in im- 
portant production centers. By “inter- 
connection” is meant: 
1. The pooling of power by neigh- 
boring utility systems, and 
2. The careful supervision of this 
tie-in to permit efficient interchange of 
all power generated by member com- 
panies. 
During World War II the electric 
light and power industry was called 


*For personal note, see “Pages with the 
Editors.” 
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upon to perform a Herculean service 
to war industries, which demanded 
maximum utilization of every existing 
piece of equipment. One of the ways 
in which this emergency was met, and 
met without requiring the building of 
new units by factories already over- 
burdened with orders, was through a 
nation-wide program of power inter- 
connection, developed jointly by the 
electric light and power industry and 
the Office of War Utilities. In this 
way, vast power pools were created and 
greater generating reserves made avail- 
able to the various interconnected sys- 
tems. Even old and inefficient installa- 
tions were returned to active duty to 

AUG. 12, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


add their contributions to the general 
reserve. 

It is debatable whether the industry 
could have coped with the unprece- 
dented demands of the war or with to- 
day’s even greater power requirements 
were it not for the wide use of these 
superefficient “grid” systems. 

The Philadelphia Electric Company 
pioneered in interchanging power with 
neighboring utilities. Today these com- 
panies are connected in a power pool 
of over four million kilowatts, one of 
the greatest concentrations of power in 
the world. This pool, in turn, is tied in 
with a similar grid system of six mil- 
lion kilowatts in New York state and 
New England, and with a third power 
pool of one and one-half million in 
the Baltimore-Washington area. 


| & bgeseeid power pools, although rela- 
tively recent developments, repre- 
sent a modern adaptation of an old 
principle. In the early days of the in- 
dustry, generating systems were usu- 
ally isolated and supplied only those 
customers located in the immediate 
vicinity. Exceptions were specific areas 
and substations which had distribution 
lines feeding them from more than one 
generating station. When emergencies 
developed in one generating station the 
power supply to the affected areas or 
substations could be shifted to ancther 
generating station. During this mo- 
mentary shifting period, two or more 
generating stations were really inter- 
connected, but the distribution lines had 
relatively small power-carrying capac- 
ities and the switches could be closed 
only momentarily while the groups of 
customers were being shifted. 
As knowledge of the art of generat- 
ing and distributing electrical power 
AUG. 12, 1948 


progressed, engineers conceived the 
idea that if power plants were tied to- 
gether with heavier power lines specific 
areas would no longer be isolated and 
equipment failures in one area could 
be counteracted by immediate assist- 
ance from a generating plant in another 
area. Such interconnection also meant 
that the frequency of disturbances to 
customers could be materially reduced, 

From this beginning, important ad- 
vances have been made and today the 
integration of large power systems has 
progressed to the point where relatively 
short tie-lines between power stations 
are rarely referred to as interconnec- 
tions. 


BP peepee. research made possible 

the use of higher and higher volt- 
ages for transferring electric power 
and with these improvements the trans- 
mission of power over much greater 
distances was an actuality. Interconnec- 
tions then were no longer limited to 
short distances between the generating 
stations of a single company, but 
reached out to other electric companies 
in distant cities and states. 

The attention of the utility industry 
was focused on the Philadelphia Elec- 
tric Company when, in 1928, the use of 
222,000-voilt circuits made it possible 
for the company to transmit power 
from its hydro station at Conowingo, 
Maryland, to the Philadelphia area, 
60 miles away. 


oe this pioneering step, the 
facilities of the Philadelphia Elec- 
tric Company were interconnected with 


the Public Service Electric & Gas 
Company of New Jersey (where oil in 
considerable quantities is used in gen- 
erating stations) and the Pennsylvania 
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Power & Light Company (where 
anthracite coal is the favored fuel). 

The establishment of this power ex- 
change network was justified not only 
by the increased reliability of service 
and the reduced cost of electricity be- 
cause the cheapest power was available 
at all times, but also by the fact that 
the maximum loads of the intercon- 
nected companies occurred at varying 
hours through the day and on different 
days of the year. As a result of this 
latter condition, the combined maxi- 
mum demand of the three companies 
at any particular time was less than the 
sum of the maximum loads of each of 
the companies, Thus the total load 
could be carried with fewer generators 
and with greater reliability. 

The added reliability and greater 
flexibility that followed the combina- 
tion of these major power producers 
into one completely interconnected 
power system of hydro plants, oil burn- 
ing plants, bituminous-burning plants, 
and anthracite-burning plants were 
particularly pronounced during the re- 
cent coal crises. 


|B rneser normal peacetimes, the de- 
mand for electricity drops off in 
the summertime, and during this period 
electric power companies usually have 
repaired their large generators and 
boilers. Since Pearl Harbor, however, 
there has been no such decrease in de- 
mand, and in order that machinery 
might be repaired, electric power com- 
panies have codrdinated their repair 
schedules so that a minimum number 
of generators is out of service at any 
particular time. If this procedure had 
not been followed, it is questionable if 
individual companies could have fully 
met the demands for electricity and at 
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the same time maintained the equip- 
ment in good operating condition. 


gy HE war brought home the singular 
importance of power interconnec- 
tions. The appalling plight of bombed- 
out and power-starved areas in Europe 
served to stress the inability of unin- 
terconnected systems to cope with 
great emergencies. Competent military 
authorities reasoned that this situation 
was almost as demoralizing on the 
populace as air raids, for it had a dis- 
astrous effect on industry, communi- 
cations, and residential service. With 
this in mind, we can speculate what 
similar catastrophes would portend for 
the United States were it not for the 
advantages we have of extensive in- 
terconnections throughout the country. 
The tremendous increase in the na- 
tion’s capacity since the war and the 
fact that conditions have prevented 
power companies from installing as 
many new generators as desired has 
greatly enhanced the service rendered 
by interconnections, Not only has the 
use of the interconnection as a standard 
operation been a great economy, but it 
has also provided an important bul- 
wark against power shortages in times 
of crisis. It is also inspiring to note that 
the spirit of enterprise and the far- 
sighted research implied by these vast 
reservoirs of power are characteristic 
of the electric light and power indus- 
try’s concern for the public welfare. 
America is particularly fortunate to- 
day to have an extensive network of 
interconnected power systems, which 
assure for all the best possible combina- 
tion of generating facilities to meet 
daily demands, and the maximum 
reliability of service for all participat- 
ing companies. 
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How Missourt’s New Utility 
Antistrike Law Works 


In the legislative year 1947, Missouri as well as some dozen 
other states enacted special laws designed to prevent strikes 


in public utility industries. The Missouri law featured the estab- 

lishment of a specialized regulatory board for dealing with 

utility labor disputes and also a compulsory arbitration pro- ° 

vision. The chairman of the special board, in this article, gives 

us the benefit of its experience since the law has been in actual 
operation. 


By VANCE JULIAN* 
CHAIRMAN, MISSOURI STATE BOARD OF MEDIATION 


EDIATION of labor disputes in 
M public utilities became effective 
in Missouri on September 10, 
1947, This action by Missouri’s gen- 
eral assembly followed the pattern of 
other states of the Union in enacting 
various types of labor legislation. Un- 
til that time the state of Missouri had 
no machinery of any kind providing 
for the mediation or conciliation of la- 
bor disputes. 
Two acts were passed in 1947, One 
was known as the “Madison Act” or 
“House Bill 79” and governed juris- 


*For personal note, see “Pages with the 
Editors.” 
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dictional disputes between contesting 
unions and also provided for “strike 
vote” in all types of industry, This act 
is now under the supervision of the In- 
dustrial Commission of Missouri, 
and is not the subject of this article. 

The other labor act passed in Mis- 
souri is commonly called “House Bill 
180” or the “King-Thompson Act,” 
and is of major importance to all pub- 
lic utilities. This act can be found in 
Chapter 68 Revised Statutes of Mis- 
souri, §§ 10178.101 to 10178.122, in- 
clusive, The act, of course, can also be 
found in the various labor law services. 

Missouri lawmakers decided to limit 
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mediation strictly to labor relations af- 
fecting public utilities. The Missouri- 
ans have also declared that it is the 
“policy of the state that heat, light, 
power, sanitation, transportation, com- 
munication, and water are life essen- 
tials of the people; that the possibility 
of labor strife in utilities operating un- 
der governmental franchise or permit, 
or under governmental ownership and 
control is a threat to the welfare and 
health of the people; that utilities so 
operating are clothed with public in- 
terest ; and the state’s regulation of the 
labor relations affecting such public 
utilities is necessary in the public in- 
terest.” (Section 10178.101.) 

Many of the sections were adapted 
from other state laws. Special credit 
should be given for the influence of 
New Jersey’s utility laws. The Mis- 
souri law has innumerable sections of 
its own origin. 


A STATE board of mediation for 
3-year terms was appointed by 
the governor and approved by the 
senate. Only the chairman is on a 
salary; the four other members, two 
from industry and two representing 
labor, are on a per diem basis, 

Sixty days before the expiration of 
any labor contract, the parties desiring 
to change the contract must file with 
the board a copy of the specific changes 
desired. If no question of the company 
being a utility arises, the board takes 
jurisdiction as a matter of course. 
Both parties are instructed to begin 
their negotiations. During this 60-day 
period, the board is kept informed of 


developments. In the usual case, the ~ 


board will not interfere unless called 
upon by one of the participating 
parties. 
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At least fifteen days before the ex- 
piration date of the contract the board 
asks the parties to agree on private 
voluntary arbitration if a contract is 
not reached: The board maintains a 
policy of encouraging voluntary agree- 
ments without interference or help. If 
this procedure fails to reach a contract, 
the board then urges the parties to set 
up their own private voluntary arbi- 
tration, and, if voluntary arbitration is 
agreed upon, then the board waits un- 
til a final contract has been signed and 
filed with it to close its file. 


it has been necessary in a number of 
cases for conferences of the parties 
to be held either with the chairman or 
the full board. It has been found that 
many matters can be settled quickly 
through these informal conferences ; 
the chairman of the board acting as the 
“mediator” or “friend of both parties.” 

It is to be noted that the Missouri act 
does call for compulsory arbitration. 
In the event that management of a 
utility and employees fail to execute 
at least a one-year contract of all mat- 
ters in dispute by the expiration date, 
or if the parties fail to agree on private 
voluntary arbitration, then it becomes 
mandatory to set up a public hearing 
panel to determine the issues. 

The law provides for both parties 
to name a member within five days; 
the two so named to select the third, 
or chairman of the public hearing 
panel, Failure of the two members to 
agree upon the chairman necessitates 
action from the board to make the se- 
lection. A time limit is provided to 
hold hearings which can be extended 
only by mutual consent. The panel 
must, within five days after closing the 
hearings, make and file with the gov- 
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ernor a report setting forth its recom- 


mendations. 
[ voluntary arbitration is a part of 
the contract, the compulsory arbi- 
tration does not apply unless the dis- 
puting parties cannot agree. However, 
it has been the rule to require the par- 
ties to agree to abide by the voluntary 
arbitration clause if it is in their con- 
tract before the expiration date of the 
contract. If either the utility or its em- 
ployees refuse to accept and abide by 
the recommendations of the public 
hearing panel, or if the parties engage 
in any strike, work stoppage, or lock- 
out, it then falls to the governor, who, 
in his discretion, may take over the 
utility for the use and operation by the 
state of Missouri in the public interest. 

Section (1) of the Missouri act 
which provides penalties is as follows: 

It shall be unlawful for any person, em- 
ployee, or representative as defined in this 
act to call, incite, support, or participate in 
any strike, or concerted refusal to work for 
any utility or for the state after any plant, 
equipment, or facility has been taken over 
by the state under this act, as a means of 
enforcing any demands against the utility 
or against the state. 

The penalty goes further and makes 
it unlawful for a utility to employ any 
person guilty of violating paragraph 
(1) above quoted, Further, any labor 
union which violates this paragraph 
forfeits and must pay to the state of 
Missouri the sum of $10,000 for each 
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day of any work stoppage resulting 
from any strike which it has called, in- 
cited, or supported. Similarly, an offi- 
cer of a union must forfeit $1,000 for 
the school fund of the state. 
addition, the act provides that if a 
public utility engages in any lock- 
out which brings a work stoppage, it 
shall forfeit $10,000 for each day of 
work stoppage caused by such lockout. 
Also, if the utility refuses to bargain 
collectively in good faith with its em- 
ployees over the terms and conditions 
of employment, the board may certify 
the facts to the public service commis- 
sion of the state for its consideration. 
The public service commission could 
revoke the certificate of convenience 
and necessity, or impose such other 
conditions upon the public utility as 
may be provided by law. And there is 
the usual section in the act which pro- 
vides that no employee shall be required 
to render labor or service without his 
consent. 

Under the board’s rules, all final 
agreements between a utility and its 
employees must be filed with the board. 
The public hearing panels, as set up by 
the board through compulsory arbitra- 
tion, are paid by the state at the rate of 
$25 per day. 

Gur the act became effective, there 
have been forty-six cases docketed. 


“THE Missouri state board of mediation has earnestly tried 
to function in accordance to the true definition of mediation; 
it has endeavored to be a friend of both sides, an agency 


between the parties at variance, with a view to reconcile 
them or persuade them to adjust or settle their disputes. 
Its réle is that of a third party who tenders suggestions or 


offers advice.” 
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Up to June 1, 1948, three of the cases 
went to a compulsory public hearing 
panel, One panel was discharged with- 
out rendering a decision. After all evi- 
dence was in and during the five days 
waiting period the parties were able to 
reach and execute a final agreement. 
Following the board’s policy of en- 
couraging voluntary agreements, the 
panel was discharged without filing 
recommendations, 

In the other two public hearing 
panels the recommendations were ac- 
cepted by the parties, and a contract 
was reached covering the panel’s rec- 
ommendations. It is interesting to note 
that in all three cases the panel mem- 
bers selected by the union and the com- 
pany were able to agree upon the chair- 
man of the panel without the action 
from the board for selecting the third, 
or so-called public member of the 
panel. 

The Missouri act calls for jurisdic- 
tion over utilities engaged in “trans- 
portation other than railroads.” Sub- 
sequently the board ruled that it had 
jurisdiction over companies engaged 
in long-distance trucking. The union 
challenged the jurisdiction. The con- 
tract expired and while the board was 
setting up a compulsory public hearing 
panel (without the codperation of the 
union in selecting its member) a con- 
tract was reached between the parties. 


O” of the first forty-six cases that 


have reached the mediation 
board, twenty cases are still pending 
in which the expiration date of the con- 
tracts have not expired, Twelve cases 
ended by parties reaching new agree- 
ments on all issues before the expira- 
tion dates of the contracts. Ten public 
utilities and their employees agreed in 
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writing, before the expiration dates of 
the contracts, that they would continue 
to negotiate for contracts, and if new 
agreements could not be reached, then 
the parties would agree on private 
voluntary arbitration. Only one of 
these ten cases has not, as yet, com- 
pleted their voluntary arbitration to 
reach a contract. Three cases of the 
forty-six reached the compulsory ar- 
bitration public hearing panel and one 
case, as noted above, reached a contract 
while the board was setting up the com- 
pulsory arbitration panel. 

Many miscellaneous questions of 
jurisdiction have arisen. For example, 
a taxicab union wanted the board to 
declare it a public utility under the act. 
A union of employees of a radio sta- 
tion wanted the board to take juris- 
diction. A union of employees wanted 
the board to declare a company selling 
“bottled gas” to be a utility under the 
Missouri act. The board has denied 
jurisdiction to the radio station and the 
“bottled gas” company employees on 
the grounds that the parties were not 
utilities under the meaning of the act. 
The question of jurisdiction over taxi- 
cab companies and their employees was 
referred to the attorney general for his 
opinion. 


HE Missouri board has taken ju- 

risdiction, however, in cases where 
interstate commerce was involved. In 
the Southwestern Bell Telephone 
Company cases, involving contracts 
with the Southwestern Division No. 
20, Communications Workers of 
America, the board has advised the 
parties that Missouri has jurisdiction 
over the company and its Missouri em- 
ployees. This ruling was, in the face 
of definite interstate commerce and 
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Reason for Utility Labor Regulation 
66’ I ‘HE great state of Missouri, along with other states, says that 


. utilities are clothed with public interest. The state of Mis- 


sourt has said, by law, that the state will regulate labor relations affect- 
ing such public utilities. And it has maintained such action ts tmpera- 
tive for the public interest.” 





labor contracts, being negotiated on the 
basis of a number of states other than 
Missouri. 

Close codperation is maintained 
with the Federal Mediation and Con- 
ciliation Service. The state board of 
mediation and the Federal service are 
in constant touch with each other in 
all cases of joint interest, and also 
there has been the fullest codperation 
between the National Labor Relations 
Board in keeping the Missouri board 
informed of cases involving Missouri 
utilities. 

The Missouri act calls for jurisdic- 
tion over all utilities operating under 
governmental ownership and control. 
In other words, a city-owned water or 
light plant or city-operated street rail- 
way system would come under the act. 
After the passage of the act, the Mis- 
souri Supreme Court rendered a de- 
cision which raised the question of 
cities entering into labor agreements 
with city employees. The board was 
requested to take jurisdiction by repre- 
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sentatives of a union of employees 
working in a city-owned and-operated 
light plant. In the light of the supreme 
court case involving city employees, the 
matter was referred to the attorney 
general for his opinion as to jurisdic- 
tion. The attorney general ruled that 
the state board of mediation has no 
jurisdiction of disputes between em- 
ployees and public utilities under the 
control and ownership of municipal 
corporations, inasmuch as city em- 
ployees may not band together in order 
to bargain collectively with municipali- 
ties. 


. I ‘HE supreme court of Missouri 
said, in the case of Springfield v. 


Clouse (1947) 206 SW2d 539, 545: 


Under our form of government, public 
office or employment never has been and 
cannot become a matter of bargaining and 
contract. 


The court was clear in its ruling in 
the Springfield v. Clouse Case, that 
public employees had the right to or- 
ganize; Judge Laurance Hyde of the 
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supreme court of Missouri stated in 
this opinion that “All citizens have the 
right, preserved by the First Amend- 
ment to the United States Constitu- 
tion and §§ 8 and 9 of Art 1 of the 
1945 Missouri Constitution, §§ 14 and 
29, Art 2, Constitution of 1875, to 
peaceably assemble and organize for 
any proper purpose, to speak freely, 
and to present their views and desires 
to any public officer or legislative 
body.” In Missouri’s new 1945 Consti- 
tution, a new section was added, known 
as § 29, Art 1, which is as follows: 
That employees shall have the right to 
organize and to bargain collectively through 
representatives of their own choosing. 
The court held that § 29, as quoted 
above, could not reasonably be con- 
strued as conferring any collective bar- 
gaining rights upon public officers or 
employees in their relations with state 
or municipal government. 


it may be of interest to those engaged 
in the utility field to read what 
Judge Hyde has stated concerning the 
court’s ruling as to employees working 
for cities, either in its corporate or 
proprietary capacity. We quote fur- 
ther from the Springfield v. Clouse 
Case, 206 SW2d 539, 546, as follows : 


Nor can there be any difference with re- 
gard to employees of the city in connection 
with its corporate or proprietary capacity. 
Defendant’s contention that there should be 
is inconsistent with their contention that the 
word “employees” as used in § 29 is all in- 
clusive, covers all who could be classified as 
employees whether public or private, and 
cannot be limited to any class of employees. 
If this term is all inclusive so as to include 
any public employees, why would it not cover 
all such employees whether state, county or 
municipal, governmental or corporate? 
Moreover, some of the city employees in- 
volved herein are governmental. The pro- 
posed contracts covered all those in street 
work and some in sewage disposal plants. 
In protecting health and sanitation, even in 
keeping its streets clean and sanitary, a city is 
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exercising governmental functions. Lober v. 
Kansas City (1934)—Mo—, 74 SW2d 815, 
and cases cited. The distinction between 
proprietary and governmental functions is 
one created by the courts mainly for the pur- 
pose of imposing some tort liability upon 
municipalities. See 38 Am Jur 265, § 573. 
Nevertheless, “a municipal corporation can- 
not be a private corporation in any true sense 
of the word, but remains, even in its dual 
capacity, essentially a public corporation.” 
37 Am Jur 728, § 114. The question involved 
herein is a question of power rather than 
one of what function is involved. “Missouri 
cities have or can exercise only such powers 
as are conferred by express or implied pro- 
visions of law; their charters being a grant 
and not a limitation of power, subject to 
strict construction, with doubtful powers re- 
solved against the city.” Taylor v. Dimmitt 
(1935) 336 Mo 330, 78 SW2d 841, 98 ALR 
995. Fixing compensation, hours, and tenure 
require the exercise of legislative powers in 
exactly the same way for all employees of 
the city, whether governmental or corporate, 
at least under the organization of second- 
class cities in this state. We do not say that 
the general assembly could not separate cor- 
porate functions, and employees engaged 
therein, and provide for their operation and 
management in some manner distinctly apart 
from other city functions (perhaps like the 
Tennessee Valley Authority under the Fed- 
eral government) so that employer and em- 
ployee relations could be handled on a basis 
similar to private industry. However, it is 
clear that this has not been done in our cities 
of the second class. 


[’ was clearly the intention of the 
legislature that the state board of 
mediation should assist parties in labor 
disputes in public utilities operated by 
municipalities to reach an agreement 
through collective bargaining. How- 
ever, since unions are unable to bar- 
gain collectively with municipalities 
under the ruling in the Springfield 
Case, the board has ruled and denied 
jurisdiction or aid in disputes between 
employees and city-owned and -oper- 
ated public utilities. 

The Missouri state board of media- 
tion has earnestly tried to function in 
accordance to the true definition of 
mediation; it has endeavored to be a 
friend of both sides, an agency between 
the parties at variance, with a view to 
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reconcile them or persuade them to ad- 
just or settle their disputes, Its rdle is 
that of a third party who tenders sug- 
gestions or offers advice. . 

The state board of mediation is 
charged with the problem of maintain- 
ing industrial peace in public utilities 
of Missouri. It must provide adequate 
administrative machinery whereby la- 
bor disputes can be settled promptly 
and effectively. 


— nine months have gone by 
since Missouri’s public utility 
state board of mediation became an ac- 
tive body. In that time the board has 
found that sometimes it is the compa- 
nies who may be at fault in their rela- 
tions with the employees. At other 
times the employees have been unrea- 
sonable in their attitude and demands. 
It has also found that the first and most 
important rule is that the settlement of 
employer-employee controversies and 
difficulties should be accomplished by 
the parties directly concerned as far as 
possible, Only as a last resort should 
there be interference by outsiders, or, 
in this instance, by the Missouri state 
board of mediation. 


However, this must be kept in mind 
constantly — that heat, light, power, 
sanitation, transportation, communica- 
tion, and water are life essentials of 
the people. The great state of Missouri, 
along with other states, says that 
such utilities are clothed with public 
interest. 

The state of Missouri has said, 
by law, that the state will regulate labor 
relations affecting such public utilities. 
And it has maintained such action is 
imperative for the public interest. Let 
it be reiterated emphatically that the 
first requirement for both a public util- 
ity and its employees is to bargain to- 
gether in the true spirit of “collective 
bargaining,” to reach a contract by this 
method as to wages, hours, rules, and 
working conditions. Failure in this 
should follow private voluntary arbi- 
tration in which both sides abide by the 
board’s decision. As a last resource the 
public hearing panel or compulsory ar- 
bitration will be used. A public utility 
and its employees are clothed with a 
public trust to operate without stop- 
page the machinery that will provide 
some of life’s vital essentials for the 
people. 





6¢’ ty question of whether or not the majority of workers 
in any plant favor some form of compulsory union 


membership has nothing whatever to do with it. Our fore- 
fathers did not come to New England to create a system 
whereby the majority can kick the minority around, I say that 
so long as there is one man in any plant who, in the exercise of 
his own conscience and judgment prefers not to join a union, 
he must be protected in that right. 

“T will have no part in the guaranteed annual wage. It is 
economic madness to pay a man for not working, but I do know 
that the economic well-being of the country would be greatly 

vanced if production could be steadier. All over the country 
management men are demonstrating that ways can be found 
to steady production if we really try.” 

—CLARENCE B. RANDALL, 
Vice president, Inland Steel Company. 
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Tools and Power and Progress 


Growth of the electric industry is the result of the important 
part it has played in supplying energy for machinery which has 
been a vital factor in raising the standard of living of the people. 


By J. E. BULLARD* 


\ , J HEN Thomas A. Edison placed 
the first central station in the 
world in operation, it required 
a very vivid imagination to visualize 
the growth of the power industry to 
anything like its present size in the 
space of 66 years. Having a total ca- 
pacity of only 1,200 horsepower his 
steam plant was tiny. Burning about 
ten pounds of coal per kilowatt hour, 
it was inefficient. With a rate of 25 
cents per kilowatt hour it placed elec- 
tric lighting in the luxury class. Yet, 
with the passing of time it has become 
more and more apparent there is virtu- 
ally an unlimited potential demand for 
electric current. 

During the past half century it has 
been demonstrated that from the very 
beginning of the human race power has 
been essential to progress. Man set him- 
self apart from the animals by stand- 
ing erect and using tools. His first 
tools, however, were so crude that what 


*For personal note, see “Pages with the 
Editors.” 
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he accomplished with them was de- 
cidedly limited. The discovery and the 
use of the lever, the wheel, and the 
screw proved a long step ahead but he 
lacked satisfactory power to drive any 
machines he might build. Man power 
and animal power had to be depended 
upon. 

In augmenting man power, John 
Kells Ingram, LL.D., in his article in 
the Encyclopaedia Britannica, points 
out that slavery served a useful pur- 
pose. He writes, “nowhere has produc- 
tive industry developed itself in the 
form of voluntary effort: in every 
country of which we have any knowl- 
edge it was imposed by the strong upon 
the weak.” 

Paintings in the Egyptian tombs 
show galleys dating back to 3,000 B. C. 
which were propelled by 20 or more 
rowers. Medieval galleys made use of 
enormous oars from 30 to 50 feet long 
powered by as many as seven men to 
an oar. Obviously this form of power 
had serious limitations, Assuming that 
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ten good husky men, averaging 175 
pounds in weight, were able to produce, 
between them, as much propelling pow- 
er as one horsepower of a steam engine 
did later, the man power weight per 
horsepower would be 1,750 pounds. 
The same ten men, however, could not 
continue that much power twenty-four 
hours a day and day after day as the 
steam engine can. Therefore, for con- 
tinuous power, extra men would be 
needed to provide rest periods for those 
who were fatigued. At least 20 men, 
and perhaps 30, would have been 
needed per horsepower developed for 
continuous day and night operation of 
those galleys. Space on board would 
have to be provided for them on long 
voyages, enough food carried to feed 
them, and on cruises of several months 
without touching land little or no pay 
load capacity would be left. 


N” until sailing ships had been de- 
veloped to a point where men had 
sufficient confidence in them to depend 
entirely upon wind power for propul- 
sion did world-wide exploration by sea 
begin, That was not until toward the 
end of the 15th century. This use 
of wind power brought great riches to 
the maritime nations and also to indi- 
vidual ship owners, thus demonstrating 
beyond any shadow of doubt the eco- 
nomic value of power. 

The age of the human race is not 
definitely known but there is good rea- 
son to believe that man was more than 
a million years searching for satisfac- 
tory power before the first central sta- 
tion was built. In the meantime theories 
were propounded and ideas developed 
which could not be put to any practical 
use because of lack of the power sources 
to prove or disprove their soundness. 
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The idea that the atom could be split, 
that one metal could be changed to an- 
other, existed at least as early as the 
time of the ancient Greeks but it was 
not until electric energy was available 
that research could be undertaken 
which led to the making of atomic 
bombs. There is good reason to believe 
that airplanes would have been built 
and flown 400 years before the Wright 
Brothers’ experiments at Kitty Hawk 
had suitable fuel and engines been 
available. At any rate, Leonardo da 
Vinci who was born in 1452 and died 
in 1519 left sketches. which indicate 
he had solved most of the problems of 
building an airplane which actually 
would fly except the power problem. 


.’ required at least 2,000 years to 

make the steam engine a practical 
prime mover. In the Pneumatica of 
Hero of Alexandria (c. 130 B. C.) 
there is described the aerolipile, which 
may be called a primitive steam reaction 
turbine, and in Greenwood’s translation 
of the same work, another device which 
may be described as the prototype of 
the pressure engine. Among those who 
attempted to build a practical steam en- 
gine were Thomas Savery, J. T. 
Desaguliers, and Dennis Papin in the 
17th century and Thomas Newcomen 
early in the 18th century. 

It was not until James Watt began 
working on the problem in 1763, how- 
ever, that rapid progress was made in 
the direction of a steam engine, efficient 
enough to prove to be a practical source 
of power. As soon as machine tools 
were designed and built which had the 
necessary precision to machine the 
parts of Watt’s engine, it began to be 
used for more and more purposes. One 
of them was the propelling of highway 
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vehicles, These cumbersome and noisy 
machines, however, proved more effec- 
tive in scaring horses, than as efficient 
means of transportation and they were 
legislated off the highways with the 
result that attention was concentrated 
upon locomotives and railroads. 


M** started the 19th century with 
steam power and water power 
available to him in addition to the man 
power and the animal power he had 
used for so many thousands of years. 
Each of these had disadvantages. Good 
water-power sites too often were where 
the power could not be used most effec- 
tively. Many a mill which had to be 
built close to the river bank in order 
to make use of the water power devel- 
oped, undoubtedly, would have been 
built on higher ground and avoided 
thousands of dollars in flood damage 
to it, had it been practical to transmit 
the power that far. Steam plants have 
to be located where there is suitable 
feed water and an ample supply of 
condensing water. Such locations are 
not always those best suited for mills 
and factories. 

Electricity provided for the first time 
a means of generating the power wher- 
ever this could be done with the great- 
est efficiency and then transmitting it 
to where it could be used most effec- 
tively. But electricity has the further 
advantage that the power of the prime 


mover can be converted into electric 
current for transmission and this cur- 
rent then can be converted, at the point 
of use, into light, heat, or power. Nu- 
clear physics and electronics, two fields 
of investigation which electric supply 
has made possible, make still other uses 
of current. 

When that first central station began 
operating, therefore, it opened up a 
vast field. At about the same time Fred- 
erick W. Taylor was doing pioneer 
work designed to increase production 
per man hour and there is little doubt 
that it was due partly to him and his 
followers that the production lines and 
assembly lines in manufacturing plants 
came into use as soon as they did. Such 
lines, of course, were not very prac- 
tical in the days of line shafts and belt 
drive but when each machine could be 
driven by its own individual motor and 
power driven portable machines came 
into use, machines and equipment could 
be located in reference to production 
efficiency rather than power supply. 


— electric power industry could 
not have grown as it has, however, 
withoutan ample supply of well-trained 
young men. The fact that in colonial 
days iridustrial development was re- 
pressed by the British Parliament and 
after the Revolutionary War a strug- 
gle for industrial independence in the 
United States ensued, paved the way 
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there is good reason to believe that man was more than a mil- 


q “THE age of the human race ts not definitely known but 


lion years searching for satisfactory power before the first 
central station was built. In the meantime theories were pro- 
pounded and ideas developed which could not be put to any 
practical use because of lack of the power sources to prove 


or disprove their soundness.” 
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for the needed training, The feeling 
that the sciences, through a new type 
of education, should aid the industries 
seems to have found first expression, 
states Charles F. Scott, A.M., Sc. D., 
Eng. D., professor, electrical engi- 
neering, Sheffield School, Yale Univer- 
sity, in a truly technical school in 1822 
under Benjamin Hale at Bowdoin Col- 
lege in Maine, This school lived but two 
decades. 

In 1824, Stephen Van Rensselaer 
established, in Troy, N. Y., the Rens- 
selaer Polytechnic Institute, the oldest 
of the present engineering schools. The 
Lawrence Scientific School at Harvard 
and the Sheffield Scientific School at 
Yale were established in 1847, and in 
1853 the University of Michigan of- 
fered a course in civil engineering. By 
1870 there were 17 engineering schools 
and 85 in 1880. The educational facili- 
ties were available at the time they were 
most needed by the power industry. 
More and more colleges and univer- 
sities added engineering courses and a 
growing number of young men chose 
the electric industry for their vocation. 


Ke supplement the educational ef- 
forts of the established engineer- 
ing schools and colleges, the leading 
manufacturers of electrical equipment 
conducted their own courses for care- 
fully selected groups of promising 
young men. These manufacturers also 
conducted more and more research 
work and employed world-famed sci- 
entists for the purpose. It is doubtful 
that any new industry ever has started 
with so large a reservoir of specially 
trained, well educated, and brilliant 
talent to draw upon. 

As a result, the electric power indus- 
try always has been progressive. It has 
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been quick to discard the old for that 
which is new and better. It has taken 
the scientific approach to problems, has 
developed scientific two-part rates 
which protect the capital investment by 
spreading fixed charges equitably 
among the consumers and encourage 
increased consumption with low rates 
covering operating expenses, Dependa- 
bility of service has been improved 
steadily. Transmission problems have 
been solved. Load curves have been 
studied and intelligent efforts have been 
made to improve the load factor. Effi- 
ciency of steam plants has been raised 
until coal consumption of the best 
plants has gone down to about three- 
quarters of a pound per kilowatt hour 
with a promise of still higher efficiency 
in plants now building or to be built 
in the near future. Forecasting future 
demand and preparing for it have pre- 
vented serious shortages even during 
wartime in the case of stock-owned, 
business-managed companies. It is un- 
likely that all this could have been ac- 
complished had it not been for our 
educational system and the degree to 
which the electrical industry, as a 
whole, fascinated our young men from 
the very beginning. 


§ terse is no question that the pow- 
er industry has played an impor- 
tant part in raising the standard of liv- 
ing. The estimate that some two-thirds 
of the population of the world has a liv- 
ing standard but little above the starva- 
tion level has appeared in public prints 
frequently, In “Rebuilding the World 
Economy,” by Norman S, Buchanan 
and Frederich A. Lutz, based on a 
Twentieth Century Fund survey, it is 
pointed out that the larger the percent- 
age of those gainfully employed who 


214 





TOOLS AND POWER AND PROGRESS 





Progressive Power Industry 


€ 


‘... the electric power industry always has been progressive. It has been 


quick to discard the old for that which is new and better. It has taken 


the scientific approach to problems. . 


. . Dependability of service has been 


improved steadily. Transmission problems have been solved. ... the power 
industry has played an important part in raising the standard of living.” 





are engaged in agriculture, the lower 
the standard of living. A table shows 
those employed in 1930 in agriculture 
and fishing in the United States was 
22 per cent of the gainfully employed 
population, while during the same year 
the figure for Romania was 78 per 
cent. Another table giving the average 
real income per head of employed popu- 
lation from 1925 to 1934 places the 
United States at the head with $1,381 
and Romania next to the last with 
$243. The United States census gives 
the urban population of this country 
as only 5.1 per cent in 1790 but as in- 
dustries have grown the percentage of 
the people living in the cities has in- 
creased. In 1890 or eight years after 
the first central station was placed in 
operation 35.1 per cent of the popula- 
tion was urban and by 1940, the per- 
centage had increased to 56.5. 
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page in the industrialization of 
the United States has called for 
more and more power and also the 
mechanization of the farms toward the 
end that less labor be required to meet 
our food requirements. In 1820, ac- 
cording to “America’s Needs and Re- 
sources,” by J. Frederic Dewhurst and 
Associates of The Twentieth Century 
Fund, 71.8 per cent of the total labor 
force was engaged in agricultural pur- 
suits. By 1890 the percentage had 
dropped to 42.6, and after 1900 the 
actual number of people working on 
farms decreased. By 1940, according to 
this table only 17.3 per cent of the total 
labor force was needed on the farms 
and, in an article on “Long-range In- 
dustrial Planning,” by D. C. Prince, 
vice president, General Electric Com- 
pany, in the February, 1948, Mechani- 
cal Engineering, the number employed 
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in March, 1940, in agriculture is given 
as 8,750,000 and in March, 1947, as 
7,240,000. 

Though more and more food has 
been produced, machines have made it 
possible for fewer and fewer men to 
produce it. Animal power had to be 
depended upon when farm machinery 
began to be used. Later came internal 
combustion engines to power tractors, 
trucks, automobiles, farm light and 
power units, etc. As soon as the power 
industry extended its lines to the farms, 
therefore, a ready market existed. 
There appears to have been just as keen 
a desire on the farm to increase produc- 
tion per man hour as there was in in- 
dustry, and efficiency engineers practic- 
ing scientific management have been 
active in industry ever since that first 
central station generated current. 


joa the last sixty years the av- 
erage weekly working hours have 
been reduced to a remarkable degree. 
It is unlikely this could be brought 
about had it not been for electric power 
and the efforts of employers to increase 
production per man hour by using that 
power to the very best advantage in 
those efforts. A table in “America’s 
Need and Resources” gives the actual 
average working hours per week in 
1850 as 68 for nonagricultural 
occupations and 72 for agriculture. 
In 1880, they were 60 and 71, 
respectively, By 1940 they had dropped 
to 41.7 in nonagriculture and to 
52.3 in agriculture. During the war, 
due to war production, they increased 
but it is estimated that by 1950 the 
work week in nonagricultural occupa- 
tions will be only 39 hours and in agri- 
culture only 50 hours, dropping by 1960 
to 35.6 hours and 48 hours. In other 
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words farm workers in 1960 will have 
to work no more hours a week than 
factory workers did in 1920, 

Another factor which contributed to 
the growth of the power industry is 
the fact that for the first fifty years 
there was no doubt in the minds of the 
vast majority of the people that the 
private enterprise system is far better 
than any other. It is true many munici- 
pal central stations were started but the 
industry was making such rapid prog- 
ress it was not easy for these political 
undertakings to keep up and more and 
more of them ceased to exist, at least 
they purchased power rather than gen- 
erated it if they continued to distribute 
it to consumers. 


— major war, however, tends to 

concentrate more and more power 
in the national government. Once that 
power has been granted it is no easy 
task to take it away. In the 1930's, the 
depression appears to have given rise 
to doubts in regard to the desirability 
of private enterprise, The government 
began competing with private enter- 
prise in more and more fields. A tax 
system was adopted which seemed de- 
signed to place difficulties in the path 
of private enterprise. Many small busi- 
nesses, in the past, grew and prospered 
by plowing back profits. The new tax 
theory made it difficult, if not impossi- 
ble, to continue to do that. Such gov- 
ernment projects as the TVA got under 
way. 

As a matter of fact, since the first 
world war, politics seems to have 
played a more controlling part in gov- 
ernment projects than ever before. Be- 
fore that war the 5-cent fare had be- 
come standard for traction companies. 
After it, that fare did not bring in a 
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break-even revenue. In city after city 
fares went up to 8, 10, or even more 
cents. In New York city, however, the 
5-cent fare was made a political issue. 
The fact that it would result in annual 
deficits was given little attention. To 
continue it the city took over and op- 
erated the subways and part of the sur- 
face lines. From then on it became the 
custom for candidates for city offices 
to run on a 5-cent fare platform. Not 
until the operating deficit amounted to 
more than $50 million a year and there 
appeared no way of continuing to make 
up, out of taxes, the difference between 
cost and revenue without curtailing 
other city functions to the danger point, 
did any mayor have the courage even 
to suggest that fares be raised. It was 
only when there was no other solution 
in sight that fares finally were raised 
to 10 cents in the subways and to 8 
cents on city owned and operated sur- 
faces lines. 


SB. TVA was sold to the people 
partly by insisting it would serve 
as a yardstick for measuring what 
power rates should be. In the New York 
Herald-Tribune of March 29, 1948, 
Max Forester quotes A. C. Spurr, 
president of the Monongahela Power 
Company, Fairmont, West Virginia, as 
saying that the TVA rate to industrial 
customers it attracted to TVA territory 
was 3.17 mills per kilowatt hour while 
business - managed companies’ taxes 


averaged 3.1 mills per kilowatt hour. 

An argument that has been used for 
such projects as the St. Lawrence river 
and the development of the Mississippi 
river drainage basin is that they will 
provide much needed defense power. 
Yet, if a steam power plant is bombed, 
it may be destroyed without causing 
loss of life and damage many miles 
away from it. If there is a series of 
large dams in any given river basin, 
however, the results can be quite differ- 
ent. We are told the next war will start 
without warning and with an air attack. 
If planes come over during a flood 
stage in a river basin and blow up sev- 
eral dams, it is obvious that not only 
will the hydroelectric plants at those 
dams be put out of commission but 
that the water released and added to 
the already high level of the rivers will 
cause untold damage and loss of life. 
Probably no potential enemy would like 
anything better than for our govern- 
ment to build enough dams in all our 
drainage areas to develop their power 
potential to the maximum and to hold 
our steam plant capacity to the mini- 
mum. That way the stage would be set 
for making us impotent within a few 
days or weeks, at the longest. 


D URING the depression of the 1930's 
a growing number of persons ap- 
peared to wonder if the Russian sys- 
tem was not superior to our own. That 
wonder aided our politicians in putting 
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hours have been reduced to a remarkable degree. It is unlike- 


q “DurinG the last sixty years the average weekly working 


ly this could be brought about had it not been for electric 
power and the efforts of employers to increase production 
per man hour by using that power to the very best advantage 


in those efforts.” 
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through many of their projects. Dur- 
ing the war we were given to under- 
stand that Russia was something quite 
different from what postwar develop- 
ments have shown her to be. There is 
hope, therefore, the American people 
will regain their traditional points of 
view. Labor unions are coming more 
and more to fear control by Moscow. 
Congress is more alert than ever before 
to check fifth column activities in this 
nation by foreign powers, More infor- 
mation is being printed which is un- 
favorable to the communists than has 
been the case in the not too distant past. 
The table in “Rebuilding the World 
Economy” which compares the buying 
power of the average workers in dif- 
ferent countries places that of the 
U.S.S.R. at $320 compared to $1,381 
for the United States. There is hope 
that such information as this added to 
the news of what Russia is doing in 
international affairs will awaken our 
people to the danger of concentrating 
power in the national government. 
Just what can happen when any in- 
dustry depends too much upon the gov- 
ernment is indicated by comparing the 
airplane and the automotive industries. 
When the automobile industry started 
no thought appears to have been given 
to dependence upon the government as 
a market. Instead, all efforts were con- 
centrated in manufacturing for and 
selling to individual owners. Today, ac- 
cording to Automobile Facts, more 
than a million persons now have jobs 


with United States firms manufactur- 
ing motor vehicles and parts. In addi- 
tion nearly eight million persons are 
employed in related automotive fields 
such as trucking, garages, various sales 
and service places, etc. 


— airplane industry may be said 
to have started about ten years 
later than the automobile industry. In- 
stead of concentrating all effort on 
manufacturing and selling private 
planes, however, main attention was 
given to military planes. The industry 
looked to the government for a market. 
Later came transport planes but the pri- 
vate plane still plays a minor part in 
total production. 

The question arises, how large would 
the automotive industry be now if it 
had depended upon the automotive re- 
quirements of the Army, the Navy, and 
the government rather than upon pri- 
vate car owners? Also, how large 
would the airplane industry be now, 
had it concentrated upon building pri- 
vate planes, selling, and servicing 
them? These two questions suggest a 
third one. How large would the elec- 
tric power industry be now and what 
sort of service would it be rendering 
if the manufacturers of equipment had 
concentrated upon the government as 
a market and all power projects were 
political rather than stock-owned, busi- 
ness-managed companies manned by 
well-trained, well-educated, and really 
talented men? 





“No one can object if interest rates are low because a free market based 
upon a supply-and-demand situation relationship produces them but, 
if low rates result from governmental manipulation, the loss to savers 
and policyholders is equivalent to a hidden tax.” 
—Exsert S. BricHAm, 
President, National Life Insurance Company. 
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Bills in State Legislatures 
Affecting Utilities 


This year’s measures, among others, relating to rural electric 

codferatives, natural gas conservation, development of hydro- 

electric power, taxation, labor, workmen’s compensation, 

unemployment insurance, and state barriers to highway 
transportation. 


By BETHUNE JONES* 


LTHOUGH comparatively few 
Ast legislatures convened this 
year, with consequently less ac- 
tion affecting public utilities than dur- 
ing the biennial sessions of the odd- 
numbered years, analysis of 1948 state 
legislative developments reveals many 
significant indices as to future trends 
of direct and indirect concern to utili- 
ties. 

Regular or special legislative ses- 
sions have convened thus far this year 
in 15 states — Arizona, California, 
Connecticut, Kentucky, Louisiana, 
Massachusetts, Michigan, Mississippi, 
Missouri, New Jersey, New York, 
Rhode Island, South Carolina, Utah, 
and Virginia. Sessions had adjourned 
at this writing in all of these states ex- 
cepting Louisiana, Massachusetts, and 
New Jersey. The Louisiana session, 
convening May 10th, was just getting 
under way. 


*Professional writer, Red Bank, New Jersey. 
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Legislation favoring rural electric 
cooperatives was turned down by two 
states. Kentucky’s legislature killed 
bills to free such codperatives from 
state public service regulation and to 
increase from twenty-five to fifty 
years the time allowed them to amor- 
tize their debts. A bill to permit electric 
cooperatives to furnish telephone serv- 
ice was killed in the Virginia legislature 
which, instead, merely voted for an in- 
terim study of rural telephone service. 

Controversy over taxation of codp- 
eratives failed to develop into a major 
issue in any state legislative session this 
year, although it cropped up in Virginia 
in the form of a resolution calling for 
a study of the subject. Kentucky’s 
legislature rejected a bill to require 
high schools to teach courses in codp- 
erative marketing from consumers’ 
cooperatives. 

Legislative proposals stemming 
from the telephone rate contro- 
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versy failed to reach enactment in the 
Rhode Island legislature. Governor 
John O, Pastore had proposed legisla- 
tion to give the Rhode Island state 
public utility administrator a year in 
which to render a decision in utility rate 
cases, while a bill by Senate Majority 
Leader William J. Thompson, Crans- 
ton Republican, would have merely 
provided that, in the event of appeal 
from an administrator’s rate order, the 
rates in the order would apply pending 
a decision on appeal to the state public 
utility hearing board. Rhode Island 
Attorney General John H, Nolan sub- 
sequently ruled that new telephone 
rates ordered March 3lst by state 
Public Utilities Administrator Thomas 
A. Kennelly were not stayed by the ap- 
peal of the New England Telephone 
& Telegraph Company to the state 
public utilities hearing board. 

A Massachusetts legislative proposal 
called for appointment of a special re- 
cess commission to investigate the 
finances of the New England Tele- 
phone & Telegraph Company to de- 
termine the justice of its petition for in- 
creased rates. A $50,000 expense ac- 
count was suggested for the commis- 
sion. Mississippi’s legislature appropri- 
ated $25,000 to the state attorney gen- 
eral’s office for use in hiring rate ex- 
perts or other counsel in the telephone 
rate case in that state. Southern Bell 
Telephone Company recently secured 
a court injunction restraining Missis- 
sippi authorities from interfering with 
the placing of increased rates into ef- 
fect after the proposed rates had been 
denied by the Mississippi Public Serv- 
ice Commission. 


i. ea oil and gas con- 
servation statute was enacted in 
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Mississippi for the first time. The in- 
dustry heretofore has been regulated 
under statutes dating back to 1932, 
seven years before the discovery of oil 
in the state. Administration has been 
handled by an ex-officio board headed 
by the governor and including the state 
land commissioner and the attorney 
general. The new statute provides a 5- 
member board which will be able to de- 
vote more time to administration of the 
law. Also provided is a full-time super- 
visor with authority to hire engineering 
and other technical assistants. 

In a move to alleviate gas shortages 
during severe winter cold spells, the 
New York state legislature enacted a 
law empowering the state public serv- 
ice commission to direct the transfer 
of gas between corporations during 
public emergencies. Kentucky’s legis- 
lature enacted a bill to permit gas com- 
panies to condemn land for under- 
ground storage tanks or to acquire 
exhausted gas fields in which to accu- 
mulate during the summer enough fuel 
to offset winter shortages in part. Vir- 
ginia’s House of Delegates approved a 
resolution calling for a study by the 
state legislative council of rates for 
propane, butane, and other liquefied 
petroleum for heating, cooking, etc. 


HE Massachusetts senate rejected 
resolutions favoring the further 
development of streams or other waters 
in the state for additional hydroelectric 
power. Also introduced, but not passed, 
in the Massachusetts legislature was a 
bill to permit municipalities to acquire 
and operate public utilities, subject to 
local referendum. 
Utah’s legislature enacted a bill to 
permit private industry to sell excess 
power, water, and gas to public utili- 
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ties without bringing such private in- 
dustries under state utility regulation. 
It was explained the measure would 
make available some 25,000 kilowatt 
hours of electrical energy per year gen- 
erated by the Kennecott Copper Com- 
pany for distribution through the fa- 
cilities of the Utah Power & Light 
Company, 


























r “4 An interesting regulatory statute, 
uper- enacted by the Florida legislature in 
sring 1947, was the subject of important liti- 

gation in the state courts between the 
ages Florida Power Corporation and the 
"* Pinellas County Utility Board. This law 
age —unique throughout the United States 
soot —attempted to set up the nation’s first 
ling public utility commission having gen- 
ring eral powers and jurisdiction over a 
il single county — Pinellas county — 
«i which includes the city of St. Peters- 
en. burg. The law was commonly regarded 
<t as designed to control the Florida 
on Power Corporation which is about the 
Fel only major utility falling within its 
Tir. purview. A preliminary decision of 
oe the Pinellas County Circuit Court took 
the a favorable view of the company’s con- 
for tention as to the invalidity of such leg- 
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J arene legislature enacted a state- 
wide ground-water code, The ac- 
tion followed protracted controversy 
over a code designed to conserve 
dwindling ground-water supplies and to 
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comply with a demand of the U. S. 
Reclamation Bureau that the state act 
to prevent new lands coming under cul- 
tivation before it would recommend the 
Central Arizona Project. 

An increase of one-half per cent in 
the gross receipts levy on public serv- 
ice corporations was enacted in Vir- 
ginia as part of a program of higher 
taxes recommended by Governor Wil- 
liam M. Tuck. Virginia utilities have 
been paying franchise or license taxes 
based on gross receipts at rates rang- 
ing from 1.125 per cent to 3 per cent. 
These will be increased under the new 
measure by one-half per cent. 

Mississippi's legislature passed a bill 
levying a 6 per cent severance tax per 
thousand cubic feet of natural gas pro- 
duced in the state. Also passed was a 
companion measure taking natural gas 
from a 23 per cent sales tax, which has 
been in force since 1944. Similar to a 
levy collected on crude oil produced in 
Mississippi, the severance tax measure 
is expected to double the revenue the 
state had received from the sales tax 
on natural gas. 

Governor Dewey vetoed a New 
York state bill which would have ex- 
empted bus companies from a 2 per 
cent tax on the gross income of utility 
companies subject to state public serv- 
ice commission regulation. Bus com- 
panies backed the bill on the ground 
that they were caught in a squeeze be- 


td 


“CONTROVERSY over taxation of codperatives failed to de- 
q velop into a major issue in any state legislative session this 
year, although it cropped up in Virginia in the form of areso- 
lution calling for a study of the subject. Kentucky's legisla- 
ture rejected a bill to require high schools to teach courses 
in codperative marketing from consumers’ codperatives.” 
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tween rising prices and labor costs on 
the one hand, and fixed fares on the 
other. Upstate cities opposed the meas- 
ure. 


Wpenscncn'nicie legislature reduced 
the state’s sales and use tax from 
3 per cent to 1 per cent, effective 
April lst, and exempted from the levy 
materials used and consumed in the 
furnishing of gas, water, steam, or 
electricity. The state supreme court of 
errors ruled earlier this year that pub- 
lic utility companies and the dealers 
furnishing them supplies were subject 
to the sales and use tax as it had been 
enacted in 1947, 

The Rhode Island legislature ex- 
empted food and medicine from that 
state’s one per cent sales tax, but re- 
jected a proposal to exempt fuel, gas, 
and electricity from the tax. 

Despite sales tax modification in 
Connecticut and Rhode Island, indica- 
tions are that proposals for new and 
increased levies of this type will con- 
tinue to be major future state legisla- 
tive issues. Missouri’s legislature this 
year approved for submission to the 
electorate in November a state consti- 
tutional amendment to increase the 
state sales tax from 2 to 3 per cent to 
finance a soldier bonus program. Wis- 
consin’s electorate, as a result of prior 
legislative action, will vote in Novem- 
ber on the question of whether a 3 
per cent sales tax should be enacted to 
raise revenue for a soldier bonus pro- 
gram. Similar proposals are looming in 
a number of states for consideration 
next year. 


N contrast to the recently enacted 
Federal income tax reduction, a 
continuing threat of new or increased 
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state taxes against personal and cor- 
porate income is indicated by develop- 
ments in a number of states this year 
to date. 

Virginia’s legislature increased in- 
dividual and corporate income levies, 
extending a trend which last year saw 
at least nine states boost levies against 
personal or corporate income, in some 
instances both. Under the new Vir- 
ginia measure, individual state income 
tax rates of 14 per cent on the first 
$3,000 of net income, 24 per cent on 
the next $2,000, and 3 per cent on the 
excess above $5,000, will be raised to 
2 per cent, 3 per cent, and 5 per cent, 
respectively. The state corporation in- 
come tax will be upped from 3 per cent 
to 5 per cent, 

Income tax increases were proposed 
in several other states. While action on 
such measures has thus far been largely 
negative this year, the growing pres- 
sures for more revenue in state capi- 
tals leave little hope for a return to the 
pattern of the war years when two 
states—South Dakota and West Vir- 
ginia— got out of the income tax field 
and many others effected substantial 
rate reductions. 

A trend toward higher levies against 
motor vehicles is continuing with long- 
range highway construction programs 
being mapped in state capitals virtual- 
ly certain to bring increasing pressure 
for additional taxes or bond issuance, 
in some states both. Kentucky’s legis- 
lature increased the state’s gasoline tax 
from 5 to 7 cents, while Missouri's 
legislature scheduled a November vote 
on a proposed 14-cent gasoline tax in- 
crease. Similar moves are in the 
making in many other states, broaden- 
ing a trend which last year led to in- 
creased gasoline taxes in eight states; 
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Oil and Gas Conservation 


“+, oil and gas conservation statute was enacted in 

Mississippi for the first time. The industry heretofore has been 

regulated under statutes dating back to 1932, seven years before the dis- 

covery of oilin the state. Administration has been handled by an ex-officio 

board headed by the governor and including the state land commissioner 
and the attorney general.” 





higher truck levies in five; other auto- 
motive tax boosts in a number of 
others, and highway bond authoriza- 
tions in four states, 


| fpr vedanta action in several states 
this year extended a trend toward 
broadening of the tax authority of lo- 
cal governments. Kentucky’s legisla- 
ture enacted a measure under which 
cities may be allowed to tax sales and 
income, and increase local license taxes. 
Just how far cities may go under the 
new law awaits court interpretation. 
New local income taxes were under 
consideration at this writing in the 
cities of Louisville and Paducah. 
Optional local taxing authority in 
New York state, limited under 1947 
legislation to counties and cities of 
100,000 or more population, has been 
broadened and extended to cities of 
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25,000 or more population. A tax up 
to 3 per cent on consumers’ utility bills 
is included in the local taxing authority, 
as well as levies against sales, motor 
vehicles, amusements, liquor, hotel 
rooms, restaurant checks, vending ma- 
chines, business licenses. The New 
York state legislature also extended 
for another year the right of cities to 
impose a 2 ger cent tax on the gross 
income of utility companies. Another 
new law gave New York city the op- 
tional power to increase transit fares 
by any amount. 

A new Missouri law enables St. 
Louis to adopt a local income tax up 
to one-half of one per cent, As original- 
ly introduced the measure would have 
applied to other Missouri cities, but it 
was amended before passage to affect 
St. Louis only. The tax, yielding an 
estimated $5,000,000 a year, would 
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double a similar St. Louis levy killed 
by the courts last year. Reports were 
that St. Louis would adopt the new tax. 

Rejected by the Missouri legislature, 
however, was a bill which would have 
permitted the Kansas City school dis- 
trict to conduct a referendum on a pro- 
posed local 5 per cent tax on residential 
and commercial utility services in that 
area. 


renal legislature authorized 
several cities to impose local taxes 
against utility consumers’ bills and 
amusements, Rejected by the Califor- 
nia legislature was a proposal to out- 
law local sales taxes or any other local 
levies duplicating state taxes. Munici- 
pal sales taxes are now widely used in 
California. 

Meanwhile, new local nonproperty 
taxes are spreading rapidly in states 
where authority for such levies already 
exists. A survey by the research bu- 
reau of the Pennsylvania State Cham- 
ber of Commerce recently disclosed 
that over 230 political subdivisions in 
more than two-thirds of the counties 
in that state have already adopted, or 
presently are considering, new taxes 
under authority of a 1947 state law 
broadening local taxing powers. Some 
20 political subdivisions were found to 
have adopted local income taxes under 
the new Pennsylvania law, in addition 
to Philadelphia which has had a munic- 
ipal income tax for a number of years 
under separate legislation. 

An income tax which went into effect 
in Columbus, Ohio, at the start of the 
year was the subject of referendum 
vote at a special election June 8th. 
Toledo also has a local income tax. 
Such a levy has been proposed in Den- 
ver as a substitute for that city’s new 


one per cent local sales tax which has 
stirred up considerable opposition. 


HARPLY contrasted to the situation 
last year, when new stringent curbs 
were imposed on labor unions in many 
states, restrictive labor bills have not 
been raised as major issues on a wide 
scale in the states this year, In most of 
the current-year legislative sessions so- 
called antilabor bills were conspicuous 
by their absence. No bills to outlaw 
utility strikes, such as were enacted 
last year by some eleven states, ap- 
peared in the 1948 sessions. 

Interest in labor legislation at the 
state level is centering on litigation 
challenging previously enacted laws 
rather than on new proposals. Wiscon- 
sin’s law banning utility strikes was 
first declared unconstitutional by a 
lower court judge; then the litigation 
was thrown out by the Wisconsin 
Supreme Court. A similar law is being 
challenged in the New Jersey courts. 
Laws outlawing the closed shop have 
been upheld this year by the supreme 
courts of several states, including 
Arizona, Nebraska, and Tennessee, 
following a similar ruling earlier in 
North Carolina. A U. S. Supreme 
Court opinion on this issue is now 
awaited. 

Proposals for state wage-hour laws 
modeled after the Federal Fair Labor 
Standards Act were introduced unsuc- 
cessfully this year in several states. 


P bere fair employment practices 
bill, designed to outlaw racial and 
religious discrimination in employ- 
ment, was passed by the Rhode Island 
house but died in the state senate. No 
new bills of this type were enacted by 
any state this year. 
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Legislation providing for both lower 
unemployment compensation tax con- 
tributions by employers and more lib- 
eral benefits to recipients was enacted 
thus far this year by four states—Ken- 
tucky, Mississippi, New York, and 
Virginia—in extension of a trend 
which last year saw benefits liberalized 
by at least nine states and provision for 
lower taxes by at least fifteen states. 

Mississippi's legislature enacted an 
“experience rating” system under 
which the 2.7 per cent contribution by 
employers will be scaled down to 0.9 
per cent of payrolls according to em- 
ployment stability records. It was es- 
timated that employers will save nearly 
$8,000,000 during the next two years 
under the legislation. Maximum unem- 
ployment benefits in Mississippi were 
increased from $15 to $20 a week. 

Enacted in Kentucky was a bill in- 
creasing unemployment compensation 
benefits and enabling employers with 
low labor turnover to reduce their 
taxes. It makes the minimum weekly 
benefit payment $7 and the maximum 
$20, instead of $5 and $16, and extends 
the benefit period from twenty to 
twenty-two weeks. The measure also 
revises the formula under which em- 
ployers pay taxes into the compensa- 
tion fund to reduce employer contribu- 
tion by an estimated total of $1,500,- 
000 annually. 


q 
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F yous law enacted in New York 
state increases maximum unem- 
ployment insurance benefits to em- 
ployees from $21 to $26 a week and 
doubles potential “merit rating” re- 
bates to employers. Estimates were 
that the amount of tax credits that can 
be granted employers next year will 
be increased by $80,000,000 under the 
new Measure. 

Virginia’s legislature cut the em- 
ployers’ unemployment payroll tax 
from one per cent to 0.3 per cent, to 
save employers an estimated total of 
$6,000,000 a year. It also increased 
maximum benefit payments from $15 
to $20 a week. 

A bill approved by the Missouri leg- 
islature makes several unemployment 
compensation law changes designed to 
tighten administration, but Rhode 
Island’s legislature rejected a proposal 
to substitute a single administrator for 
the state’s present 3-member unem- 
ployment compensation board. 

Bills to further liberalize the Massa- 
chusetts unemployment compensation 
laws were still pending there, with op- 
ponents warning the law already is too 
liberal. Because of heavy benefits paid 
during the last three years, it was said, 
Massachusetts employers will pay at 
least $20,000,000 more in contribu- 
tions this year than last, with still 
higher payments next year. 


“AN interesting regulatory statute, enacted by the Florida 
legislature in 1947, was the subject of important litigation 
in the state courts between the Florida Power Corporation 
and the Pinellas County Utility Board. This law . . . at- 
tempted to set up the nation’s first public utility com- 
mission having general powers and jurisdiction over a 


which includes the city of St. Peters- 
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} -apraresaarnes are, however, that* the 
general trend in the states toward 
both unemployment tax reduction and 
benefit liberalization will continue as 
long as employment remains at a high 
level. With few exceptions, state unem- 
ployment funds contain far higher re- 
serves than needed to meet any antici- 
pated unemployment. 

A recent analysis by the National 
Industrial Conference Board found 
that funds available for unemployment 
compensation benefits reached an all- 
time peak of $7,100,000,000 on Sep- 
tember 30, 1947. Every state now has 
in its reserve an amount “at least 
triple” its highest annual expenditures 
for unemployment compensation de- 
spite “heavy benefit disbursements 
‘ during reconversion,” according to the 
analysis, which added that the reserves 
of 22 states exceed 10 times their high- 
est annual expenditure. 

Continuing a trend toward abolition 
of state line trade barriers impeding 
the maximum development of highway 
transportation, truck weight limits 
were increased by the 1948 legislatures 
of four states — Mississippi, South 
Carolina, Rhode Island, and Virginia. 


wu these and other subjects of 
direct and indirect concern to 
public utilities were being considered 
by legislatures in states with sessions 
this year, plans already are going ahead 
in other states for legislation to be pro- 
posed next year, when some 44 law 
mills convene in regular session. 

In Illinois, for example, a major 
change in the administrative ma- 


chinery by which that state regulates 
public utilities will be proposed in 
1949. This was revealed in the Illinois 
Bar Journal, which said that two bills 
dividing the functions of the present 
Illinois Commerce Commission will be 
presented to the next state legislative 
session as a result of a study started in 
1940 by the Chicago Bar Association. 

“The fundamental theory underly- 
ing the proposed laws,” it was ex- 
plained, “is that the power to make 
orders, rules, and regulations should 
not be exercised by the same persons 
who exercise the power to investigate 
and prosecute.” 

The proposed legislation will provide 
for creation of a new state department 
of public utilities directly responsible 
to the governor, as well as another 
body to be called the Illinois Public 
Service Commission. The new utilities 
department would act as an investigat- 
ing body in utility rate cases. A salary 
of $8,000 is proposed for the director 
of the proposed department, and 
$15,000 a year for each of five mem- 
bers of the suggested commission. 

Other looming future public utility 
legislation includes an expected pro- 
posal in California to permit the es- 
tablishment of public rapid transit 
agencies. Members of the Los Angeles 
county delegation to the California 
Chamber of Commerce urged that the 
subject be taken up this year as an 
emergency measure. A majority of the 
legislative delegation, it was explained, 
felt that the rapid transit proposal 
should not be considered hastily, re- 
gardless of its merits. 
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Washington and the 


Utilities 


The Middle West Gas Tangle 


Ta Federal Power Commission de- 
cision in the Panhandle Eastern 
Pipe Line Case represents the commis- 
sion’s final solution to a thankless task 
in solving the troublesome middle west- 
ern gas supply problem, It is a safe bet 
that there will be wailing and gnashing 
of teeth in both Ohio and Detroit and 
parts of Missouri. But in all fairness, 
no order of the commission attempting 
to allocate too little for too many could 
possibly have pleased everybody. On the 
whole, disinterested observers were in- 
clined to the belief that the commission 
had done a pretty fair job of equitable 
division in a situation which must have 
seemed at times like the reénactment of 
the parable of the loaves and fishes. 

One significant fact is that the FPC 
did not use the important Panhandle 
Case as a convenient vehicle for tacking 
on any subtle (or not so subtle) pre- 
tensions of authority over “end use” or 
contract displacement, On the contrary, 
the commission obviously made every 
effort to work out its solution by inter- 
pretation within the framework of ex- 
isting firm contractual relations, 

The decision is in the form of an 
opinion and four separate orders in con- 
solidated proceedings involving deliv- 
eries of natural gas by Panhandle to cus- 
tomers in North Central states. The 
decision was unanimous with a some- 
what minor exception in the case of 
Commissioner Olds, who dissented on 
the question of Panhandle’s contractual 
obligation to Michigan Consolidated Gas 
Company. 


N its opinion, the commission found 
that Michigan Consolidated is cur- 
rently taking from Panhandle’s lines at 
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Detroit virtually every day its maximum 
contract deliveries of 125,000,000 cubic 
feet of gas while Panhandle, by deliver- 
ing to Michigan Gas Storage Company 
only such volumes of gas as are available 
after the demands of all its other cus- 
tomers east of its Edgerton compressor 
station in eastern Indiana are met, is 
behind schedule in its deliveries to that 
company. Concluding that this basis of 
deliveries is inequitable, the commission 
ordered Panhandle hereafter to make de- 
liveries to Michigan Consolidated and 
Michigan Gas Storage of such volumes 
of natural gas as are available after the 
needs of all its other firm customers east 
of the Edgerton station are met, and 
to apportion this gas over the whole 
storage period from May 15th to Octo- 
ber 31st in the ratio of 55.6 per cent to 
Michigan Consolidated and 44.4 per cent 
to Michigan Gas Storage. More specifi- 
cally, Panhandle was ordered to deliver 
52 per cent of the available gas to Michi- 
gan Consolidated and 48 per cent to 
Michigan Gas Storage until the total de- 
liveries to the two companies dating 
from May 15th has reached the desired 
ratio and to continue that ratio thereafter 
until October 31st. 

Another issue in the proceedings was 
the complaint filed by the city of Grand 
Rapids and four other western Michi- 
gan communities against Panhandle and 
Michigan Consolidated charging that 
the needs of the Detroit area are being 
unduly favored to their disadvantage. 
Disagreeing with Panhandle’s conten- 
tion that, under existing contracts gas 
sold by it to Michigan Consolidated 
should be resold only in the Detroit area, 
the commission ordered Panhandle to 
file promptly a rate schedule supplement 
that will “remove any uncertainty which 
may exist with respect thereto, by pro- 
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viding clearly that Panhandle shall sell 
and deliver natural gas to Michigan Con- 
solidated at the Detroit delivery point 
without restriction as to the locality 
within which such natural gas may be 
distributed and resold by Michigan Con- 
solidated throughout its system.” This, 
however, is not to increase the maximum 
deliveries to Michigan Consolidated 
above 125,000,000 cubic feet of gas 
daily. 


Ltpens another issue in the proceedings 
was the proposal made by Panhandle 
last March that its deliveries of gas to 
Ohio Fuel Gas Company after April 16, 
1948, should include only the 25,000,000 
cubic feet per day which it is obligated 
to make under long-term contract and 
not the additional 25,000,000 cubic feet 
per day which it has delivered to Ohio 
Fuel in the past as a war emergency 
measure. Noting that Ohio Fuel Gas 
obtains only a relatively minor portion 
of its gas requirements from Panhandle 
while most of Panhandle’s other cus- 
tomers rely on it entirely for service, 
the commission authorized Panhandle to 
discontinue delivery of the additional 
25,000,000 cubic feet of war emergency 
gas, effective April 16, 1948. At the same 
time, however, the commission ordered 
Panhandle to deliver at least 15,000,000 
cubic feet per day of the 25,000,000 cubic 
feet required under the long-term con- 
tract to Ohio Fuel Gas at its Maumee 
delivery point in order to meet as fully 
as possible the requirements of the To- 
ledo area, including those for summer 
storage. 

Other points decided by the commis- 
sion in the Panhandle decision were: 
(1) Extended until April 30, 1949, a 
1946 order directing Texas Eastern 
Transmission Corporation to deliver 
from the Big and Little Inch lines 
20,000,000 cubic feet of natural gas per 
day to certain connecting companies for 
the purposes of relieving gas shortage 
in the area served by the Panhandle sys- 
tem; (2) denied a firm supply basis for 
five fire brick companies in Missouri and 
required that such companies be served 
on the same interruptible basis as similar 
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customers in other localities ; (3) denied 
the request of Union Gas Company of 
Canada, Ltd., for an easing of restric- 
tions preventing it from getting Pan- 
handle gas unless the needs of the United 
States customers are met first; (4) dis- 
missed the effort of the Philadelphia Gas 
Works to obtain a declaratory order for 
priority on expected deliveries at the 
Philadelphia terminal of the Texas East- 
ern lines, 
* 


Dewey Pulls a Fast One 


? pe electric power utility industry 
and all its friends and enemies may 


well look with interest on the latest pro- 
gram for prompt development of St. 
Lawrence power. It represents a step 
taken by a man whose actions as gover- 
nor of New York can no longer be di- 
vorced from speculation as to his possi- 
ble attitude as President of the United 
States next January. For this reason 
alone the electric utility companies would 
hardly care to drum up opposition to the 
new proposal launched by the New York 
State Power Authority on orders from 
Governor Dewey, no matter how much 
they disliked it. It would mean that the 
industry would start right out on a wrong 
footing of hostility with a determined 
man who may well be living in the 
White House for four years after next 
January. That on top of the last sixteen 
years could be most penitential if not 
devastating. 

But the plain fact is that a number of 
electric utility men, even though definite 
commitments on sales policy details have 
not been announced by the New York 
State Power Authority, are pretty sure 
that they can get along with the proposed 
St. Lawrence power project, and can 
even grow to like it. There are some who 
profess to see in it the prelude of a na- 
tional pattern that will provide a perma- 
nent live-and-let-live arrangement be- 
tween the Federal government and the 
power industry with regard to Reclama- 
tion Bureau and other public power 
activities. 

This, of course, is all assuming that 
Governor Dewey—as President Dewey 
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—would follow through with a national 
power policy eliminating present dis- 
crimination against the private power 

















o industry in sale of public power. To that 
) di extent such thinking might be wishful, 
4 Gas as well as premature. It would certainly 
. es require a wholesale overhauling of 
a numerous existing statutes and even a 
ay more thoroughgoing overhauling of 
# Federal agencies now manned to the gun- 
wales with official crews sworn and in- 
doctrinated against any such heresy as 

“selling the people’s power for profit.” 

But then Governor Dewey may have 

stry had this in mind, in part at-least, when 
may he joshingly remarked at Philadelphia, 
Dro- following his nomination as the Republi- 
St. can standard-bearer, that he was all set 
step to give Washington the most thorough- 

‘i going house cleaning on record, 
1- 

a uT to get back to the St. Lawrence 
ted B development, on July 16th Chairman 
ar Francis B, Wilby of the New York State 
ild Power Authority filed plans in Washing- 
he ton for development of a 2,200,000- 
tk horsepower hydroelectric project with 
h the FPC and the U. S. Army Engineers. 





Identical plans were filed in Ottawa by 











he the Hydroelectric Power Commission of 
| Ontario, which will undertake the proj- 
d ect jointly with the New York agency. 
» It will be recalled that a spokesman 
ad for Governor Dewey at Albany on April 
. 30th intimated that available power 
¥ would be sold to private companies with- 
out discrimination in favor of public 

agencies. 
How do Federal officials feel about this 





New York state move? The feelings 
seem to be mixed. New Dealers who have 
been hollering for sixteen years for St. 
Lawrence power can hardly turn around 
and come right out and say they don’t 
want it just because the little man at Al- 
bany has a finger in the pie, But there 
will be a good bit of sniveling and side- 
stepping and ponderous questioning 
about “Federal responsibility.” 

Middle West friends of the St. Law- 
rence seaway, who heretofore had little 
interest in the power phase except as an 
added ornament of attraction for con- 
gressional approval of the seaway, also 












WASHINGTON AND THE UTILITIES 


229 


are making nervous hints about the sea- 
way’s chances. Poor though these 
chances may have appeared in the light 
of last February’s adverse vote in the 
Senate, the seaway now stands to lose 
even more of its support, if and when the 
St. Lawrence power development gets 
out on its own, without a penny’s worth 
of expense or obligation to the Federal 
government. 

But, while a few of the more zealous 
advocates of centralized Federal control 
of power may actually change over and 
object to the state of New York building, 
controlling, and paying for this project, 
the chances are strong that Candidate 
Dewey has most of the Federal agencies 
trapped into acquiescence, if not ap- 
proval. The Army Engineers, of course, 
are presumably already in favor of the 
New York program, since it is based on 
plans which the Engineers originally 
prepared. 


T looks like a smart political play on 
Dewey’s part too, in view of all the 
great expectations the Democrats had 
been piling up on their campaign charge 
that the Republicans are out to wreck 
public power development, Dewey is now 
in a position to say that his state adminis- 
tration is prepared to go ahead now with 
a hydroelectric power plant in a critical 
supply area which the Democratic ad- 
ministration has been unable to put 
across for sixteen years. He can say 
further that the only thing that stands 
in the way of the bulldozers is the formal 
approval of a couple of Federal agencies. 
No new Federal legislation would be 
necessary for the New York-Ontario 
program to get started, Unlike the dual 
purpose seaway plan which failed in the 
Senate last winter, no Federal funds 
would be required. The only three forms 
of authorization necessary are: (1) ap- 
proval by the International Joint Com- 
mission, created by the Root-Bryce 
Boundary Waters Treaty of 1909; (2) 
a hydro license from the FPC; (3) ap- 
proval of the Army Engineers, gen- 
erally conceded. The International 
agency is not expected to act until late 
this year, following hearings in the fall. 
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Exchange Calls 


Bell System Rate Cases Generally 
Favorable 


i TELEPHONE AND TELE- 
GRAPH CoMPANy reports that the 
Bell system has obtained approval from 
state commissions of rate increases 
amounting to about $135,000,000 a year. 
The company also states that applications 
for additional rate advances totaling 
$70,000,000 a year are pending before 
regulatory authorities. Further applica- 
tions will be made in the future, accord- 
ing to AT&T President Leroy A. Wilson. 

However, it was pointed out by Mr. 
Wilson that the increases have been much 
less than the rise in the cost of materials 
and labor and much less than the general 
cost of living. 


Meanwhile, the parent company re- 
ports sharp rises in profits for the second 
quarter of this year. Specifically, the 
net income for the three months ended 
with June was equal to $2.32 a share on 
the 22,448,000 average number of 
shares outstanding and represents an in- 
crease over the $1.55 each on 20,834,000 
for the same quarter of 1947. 


* 


Excise Taxes 


T is possible that the present stiff war- 
time excise taxes on telephone and 
telegraph service will be reduced by Con- 
gress by next summer. First steps are 
being made now in this direction. The 
Joint (congressional) Committee on In- 
ternal Revenue Taxation has been 
ordered to start a study immediately on 
all war excises. Purpose of the study is 
to have facts and recommendations ready 
for the new Congress when it convenes 
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And Gossip 


in January of next year. Representative 
Knutson (Republican, Minnesota), 
chairman of the House Ways and Means 
Committee, has requested the chief of the 
Joint Committee staff, Colin F. Stam, to 
get started now. 

In fact, Mr, Knutson recently forecast 
that the long-awaited excise tax revisions 
will come next year. He said, “The first 
session of the next Congress will enact 
the long-delayed overhauling of the entire 
revenue code, eliminate some and make 
adjustments in othér excise taxes, many 
of which were enacted as war measures.” 

Colin F, Stam plans to have the study 
completed this year. The general hope is 
that legislation can be passed and made 
effective as of July 1, 1949. Mr. Stam 
says that there is no reason why general 
tax revision and an excise tax cut cannot 
be passed before Congress adjourns next 
summer, The present excise tax amounts 
to 15 per cent on monthly telephone bills 
and 25 per cent on long-distance calls and 
telegrams. 


am 
You Can’t Win 


ELAYED delivery of a telegram con- 
taining a profitable and correct tip 

on a horse race is not grounds for a suit 
against a telegraph company. This at 
least is the opinion of the Arkansas 
Supreme Court. It sounds reasonable, 
because just imagine what the situation 
would have been if the horse had lost. 
Could the company have appealed for its 
share in the saving to the plunger for not 
having delivered the telegram promptly? 
The high court, in the above case, over- 
ruled the Clark Circuit Court which had 
granted a $1,172 judgment to Horace 
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Estes against Western Union Telegraph 
Company. The company was alleged to 
have failed to deliver on time a telegram 
which Estes said contained a tip on a 
horse race. Had the telegram been de- 
livered promptly, he held, he would have 
bet $250 with an East St. Louis book- 
maker on a horse named Ankylos, and 
won $1,172. 

Thus it would seem that the supreme 
court and the circuit court had different 
ideas about horse racing. 


> 


Transatlantic Cable Repairs 


aes ayy 3,200 miles of transatlantic 
cable is no small job. The French 
Cable Company is undertaking this task 
between Cape Cod and Brest, France. It 
will be the largest such undertaking since 
the war. 

A vessel of about 13,000 tons will do 
most of the work. The operation will 
take place in waters as deep as two anda 
half miles, where repairs to breaks can 
continue only while the weather is calm. 
The ship is specially equipped for cable 
laying with tanks built in the hold, where 
cable raised from the ocean can be 
spliced. During the Nazi occupation the 
cable to Brest was sabotaged. 

Ninety men will be in the crew, includ- 
ing a cable engineer, technicians, and me- 
chanics. The ship’s captain will relin- 
quish command to the engineer whenever 
a break is located through testing. The 
cable engineer will direct grappling for 
the cable and mark it with a buoy while 
the other end is sought. Completion of 
the work by fall is expected. 


* 
Help from State Supreme Courts 


Spores: courts in two states, Georgia 
and Oklahoma, have given the Bell 
system a hand in obtaining higher tele- 
phone rates. In Georgia, the court put 
its foot down in a long legal battle be- 
tween the public service commission and 
the Southern Bell Telephone Company. 
The company won over the state com- 
mission. Net effect of the decision was to 
allow the company nearly all of the $3,- 
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715,000 annual increase which it origi- 
nally requested. The court held that pre- 
vious increases granted by the commis- 
sion were not enough and were in fact 
confiscatory. 

In Oklahoma, the state supreme court 
allowed the Southwestern Bell Telephone 
Company to increase rates immediately 
pending final decision now before the 
court. The present rate granted will 
bring the company $3,077,000 additional 
revenue from 148 Oklahoma cities. One- 
party business phones will be advanced 
$1 a month, and one-party residence serv- 
ice will be boosted 40 cents in Oklahoma 
City and Tulsa. General average ad- 
vance is about 13 per cent. 


* 
Air Patrol of Telephone Cable 


N air patrol of buried transcontinent- 

al telephone cable between Omaha, 

Nebraska, and Cheyenne, Wyoming, has 

been established. Purpose is to keep 

track of activities near the cable which 
might interrupt service. 

The Northwestern Bell Telephone 
Company, which conducts the activity, 
announces that a plane makes two flights 
each week over the route followed by the 
cable. When a pilot sees any work which 
might result in trouble for the cable, such 
as terracing, plowing of irrigation 
ditches, road construction, or other simi- 
lar work, he drops a warning message to 
the construction crew and then notifies 
the nearest telephone truck of the loca- 
tion. 

* 


Twentieth Century to Have 
Radio Phones 


HE New York Central Twentieth 
Century Limited this summer will 
have train radiotelephone service on the 
436-mile run between New York city and 
Buffalo. It is to be the nation’s longest 
stretch of train radiotelephone service. 
Through an arrangement with the Bell 
system, passengers on the trains will be 
able to hold regular 2-way telephone con- 
versations with other persons any place. 
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The charges will range from a mini- 
mum of 30 cents in the local area through 
which the train is passing to regular per- 
son-to-person day rate for all calls out- 
side the local area, where a 45-cent mini- 
mum will apply. 

The company plans to extend the train 
radiotelephone service the remaining 525 
miles westward along the main line to 
Chicago, when sufficient telephone radio 
stations are available. 


a 


Scramble for Mobile Radio 


Frequencies 


HE Federal Communications Com- 
mission has been kept busy of late 
giving attention to requests for authority 
to operate mobile radio equipment. For 
instance, within a single week recently 
the commission granted authority to elec- 
tric power utilities for 92 additional mo- 
bile radio units and 10 land stations. The 
land station grants were given primarily 
to electric codperatives and associations. 
Also, within the same period of time, 
FCC received applications from 29 cab 
companies to install mobile radio systems. 
These applications involve the installa- 
tion of 589 mobile units to cost more than 
$250,000. Five of the requests were for 
systems of 50 or more units each, In- 
cluded was one from the Linville Radio 
Taxi Company of Columbia, Tennessee, 
for a 15-unit system to be leased from the 
Southern Bell Telephone Company. 
Telephone companies are taking an ac- 
tive interest in developments as is indi- 
cated by recent statements made to FCC 
by the American Telephone and Tele- 
graph Company and affiliated operating 
companies and the independent General 
Telephone Corporation. The comments 
of the companies related to the FCC’s 
proposals to amend rules and regulations 
governing fixed and mobile radio services 
and to reallocate frequency assignments 
to the various systems. Most of the com- 
ments were in connection with recom- 
mendations for changes in allocations. 
In pressing its case for revisions in 
the rules, AT&T pointed out that Bell 
system telephone companies now provide 
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mobile telephone service in 99 locations 
in the country with a total of 145 land 
stations serving more than 5,000 mobile 
telephones. Users of these services in- 
clude ambulance and public health serv- 
ices, burglary and fire protection agen- 
cies, fuel distributors, news services, 
physicians, public utilities, and a num- 
ber of different types of business firms, 
as well as passengers on railroad trains. 
Demand for such service is increasing 
rapidly. AT&T said “public use of the 
facilities now in operation and the de- 
mand for additional facilities are over- 
whelming evidence of the need for com- 
mon carrier mobile telephone service and 
for allocating to this service adequate 
frequencies for immediate requirements 
and for growth.” There are large wait- 
ing lists for additional mobile telephone 
service which is dependent upon the 
availability of additional channels. 


ial 
Call the Doctor 


HE Federal Communications Com- 

mission has approved an experi- 
mental system for paging doctors by ra- 
dio. The agency authorized Telanser- 
phone, Inc., New York, to build a radio 
station for broadcasting code numbers as- 
signed to doctors, who would carry small 
radio receivers. A code number would 
be repeated over the air until the doctor 
being sought reported to headquarters by 
telephone. 


v 


There Will Be Changes Made 


f top personnel of several Federal 
regulatory agencies are somewhat 
confused over the expected coming 
change in administration in Washington. 
Many with New Deal tendencies are at- 
tempting to find other connections. For 
instance, Dallas Smythe, Federal Com- 
munications Commission assistant chief 
accountant and top economist for several 
years, has resigned to join the faculty of 
the University of Illinois as an economic 
professor. Mr. Smythe has been con- 
sidered one of the agency’s more or less 
left-wing staff members. 
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Financial News 
and Comment 


By OWEN ELY 


Utility Financing Costs 

HE accompanying chart (which will 

be revised to date from time to 
time) indicates the yields on seven kinds 
of utility securities, as compared with 
yields on government bonds. The yield 
on long-term taxable government 24s is 
a basic factor in corporation financing be- 
cause of the tremendous amount of gov- 
ernments held by insurance companies 
and banks. Since institutions can freely 
sell governments to buy other securities 
when yields get out of line, it is obvious 
that governments now function as a 
“regulator” for our whole-system_of-in- 
vestment finance. 

It is important, of course, to watch the 
trend of bank loans and money rates be- 
cause of their possible influence on gov- 
ernment bond policy. The Federal Re- 
serve Board would like to use its control 
over bank reserves (and thereby over 
loan policies) as a weapon against infla- 
tion. But this runs counter to the policy 
of the Treasury Department which is to 
keep yields on long-term governments 
conveniently low, so as not to increase 
the budgetary burden of the vast govern- 
ment debt. Whenever Federals weaken, 
government agencies stand ready with an 
“unlimited bid” to support the market. 
However, the support level was lowered 
last fall (with somewhat drastic effects 
on corporation bonds) and might be low- 
ered again, depending on whether the 
board or the Treasury has the controlling 
vote on policy. Of course, the yield on 
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short-term Treasury paper is also a fac- 
tor, but the support level for long 2s is 
vitally important so far as the corporate 
bond market is concerned. Recently the 
government has had to buy a few bonds, 
but the amount was entirely negligible 
compared with its great buying power. 


Gg apn to the historical section of 
the chart, it will be noted that dur- 
ing much of the period 1926-36 yields on 
utility common stocks were lower than 
those on second-grade utility bonds. Of 
course in the 1928-9 period this is ex-| 
plained by the great popularity of utility! 
equities as “growth stocks.” But the 
same disparity persisted during the en- 
suing depression years, when Baa bonds 
sold on a very high yield basis. However, 
the bond yields commonly used are 
“yields to maturity” which include two 
factors, (1) income yield (similar to 
stock yield), and (2) amortization of 
price discount. With bonds selling at 50 
or 60, the amortization factor would 
mean a substantial addition to the income 
yield. This probably explains the ap- 
parent anomaly between stock and bond 
yields around 1932. 

Some caution is necessary in judging 
utility financing costs on the basis of cur- 
rent average yields. In the first place the 
yield cost to the company is always 
slightly higher than the yield to the pub- 
lic because of banking commissions and 
costs. Secondly, yields on new offerings 
are usually slightly higher than the “going 
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rate” as indicated by the averages. How- 
ever, the difference is apt to be much 
greater for preferred and common stocks 
than for high-grade bonds. This can be 
checked by comparing the yields on actual 
offerings (see table on page 234) with 
average yields for corresponding grades 
of securities in the chart. It may also be 
noted that, due to the huge amount of 
Bell Telephone bonds sold during the past 
year, the telephone companies must usu- 
ally pay slightly more than the going rate. 
New York Telephone sold its bonds on a 
2.95 per cent basis recently, while 
similarly rated Kansas City P&L and 
Cincinnatti G&E bonds were offered a 
few days previously at 2.80 per cent and 
2.83 per cent, respectively. 

The pricing of new issues is a very 
delicate operation, including (1) careful 
statistical and market comparisons with 
existing issues considered most similar, 
(2) an advance check with institutional 
buyers, and (3) a final guess or hunch as 
to what competing syndicates are plan- 
ning to do. The pricing of junior securi- 
ties under the competitive system has 
taken on somewhat the aspect of attempt- 
ing to forecast the Broadway reception to 
a new play or movie. 


> 


Electric Rate Adjustments 
Granted 


TS first efforts of the electric utility 
companies to obtain rate adjust- 
ments or increases, in order to offset ris- 
ing costs, have proven rather successful, 
as far as available reports indicate. 

California Electric Power on July 1st 
was authorized by the California Public 
Utilities Commission to raise electric 
rates by $506,000 annually, compared 
with the request for $815,000. The new 
rates will provide the company with a re- 
turn of about 5.7 per cent on the rate base 
within California. Application for the 
increase was made last October on the 
grounds that prevailing rates did not pro- 
vide sufficient earnings to attract capital 
necessary for expansion. 

Potomac Electric Power's earnings 
declined from $1.24 a share in 1945 to 
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97 cents in 1946-7—providing a relative- 
ly small margin for the 90-cent dividend 
rate. The company has long been noted 
for its “sliding-scale plan,” adopted 
years ago as a means to stabilize earnings 
and permit automatic rate adjustments. 
Downward rate cuts were made more or 
less automatically, but when earnings 
dropped off the system did not work so 
well in reverse as it was supposed to. 
However, the company last May asked 
for a rate increase of about $3,000,000 
annually and in July the public utilities 
commission of the District of Columbia 
authorized an increase of $2,750,000 
effective July Ist. This increase is ex- 
pected to afford a return of 5} per cent 
on the investment within the District. As- 
suming that the entire amount is added 
to the balance for common stock (after 
adjusting for increased Federal income 
taxes) earnings should be increased by 
about 57 cents. Under the modified slid- 
ing-scale plan ordered February 20th this 
year, any earnings in excess of 54 per 
cent on the rate base would be impounded 
as an earnings reserve. The impounded 
account will be kept between 3 per cent 
and 5 per cent of operating revenues, 
with rates to be revised when the bal- 
ance falls below 2 per cent or exceeds 5 
per cent of the revenues. 


ETROIT Epison in March asked the 

Michigan Public Service Commis- 
sion for $6,200,000 added revenues per 
annum, to be obtained by reducing dis- 
counts for prompt payment of bills; 
these were to be reduced from 5 per cent 
for industrial customers and 10 per cent 
for all others to a uniform 3 per cent. 
However, with the further increase in 
wages and costs the company on June 
18th filed an amended petition asking for 
a total increase of $11,300,000, of which 
$5,000,000 should become effective July 
Ist, in advance of a final decision. The 
increased amount would be provided by 
extending the coal adjustment clause to 
residential and commercial customers 
(it already applied to industrial rates). 
The company stressed the necessity of 
improving its financial condition so that 
it could raise money for its $100,000,000 


AUG. 12, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


expansion program. Earnings have 
shown a declining trend, amounting to 
$1.47 a share in the twelve months ended 
May 30th, compared with $1.66 in the 
corresponding previous period. On July 
8th the Michigan Public Service Com- 
mission authorized the company tem- 
porarily to reduce discounts to 4 per cent, 
thus increasing revenues about $5,000,- 
000, the amount of the requested emer- 
gency increase. The Commission will 
rule later regarding the further reduc- 
tion to 3 per cent and will also decide 
whether to permit extension of the fuel 
adjustment clause to all services. 

The average kilowatt hour rate for all 
United States sales to ultimate consum- 
ers now shows a moderate gain over last 
year (kilowatt-hour sales in May gaind 
8.1 per cent as compared with an in- 
crease of 10.2 per cent in revenues). 
However the gain is entirely in industrial 
and miscellaneous services, reflecting 
fuel clauses. Utilities should press their 
applications for extension of fuel clauses 
to residential and commercial services, 


the adjustment of low bracket rates no 
longer justifies for promotional purposes, 
and upward adjustment of rates for in- 
dustrial power which is frequently being 
sold at a loss. 


* 


May Earnings Report 
Unfavorable 


N ET income of Class A and B electric 
utilities in the month of April was 
down only 2.1 per cent from last year, 
and for the twelve months ended April 
the utilities were still able to eke out a 
small gain of .8 per cent. However, de- 
spite an increase in gross revenues of 
10.7 per cent, net income for the month 
of May was down 7.6 per cent. One diffi- 
culty was the increase of 13.8 per cent in 
expenses, depreciation, and taxes. In this 
connection it may be mentioned that, 
while depreciation charges have been ris- 
ing rather slowly (they were up only 6.5 
per cent in the 12-month period ended 
May 31st), new plant construction will 
automatically step up these accruals. 
Local tax payments will also gain as as- 
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sessed values of plant and equipment in- 
crease. Fuel expenses in May were up 
36.3 per cent over May, 1947. Coal con- 
sumption increased 11.1 per cent over a 
year ago compared with a gain of only 
7.1 per cent in electric output, which 
seems disappointing. Production of kilo- 
watt hour by water power in that month 
increased only 4 per cent compared with 
a gain of 11 per cent in power generated 
by fuel. 

Despite increasing costs the utilities 
almost “broke even” on operations in 
May, electric utility operating income 
being down only .4 per cent. But miscel- 
laneous income was off sharply, so that 
gross income declined 5.2 per cent. An 
increase of 10 per cent in interest charges 
was, fortunately, largely offset by de- 
clines in amortization and other income 
deductions. However, the net increase of 
1.8 per cent in total “deductions” boosted 
the decline in net income to 7.6 per cent. 


* 


A Favorable Forecast for 
Utility Equities 

J OSEPTHAL & Co. recently issued a cir- 

cular entitled “Utilities in Cyclical 
Uptrend,” in which they conclude: 
“Fundamental conditions affecting the 
value of utility stocks are improving and 
indicate that the 1946-1948 decline in 
these stocks has fully corrected the ex- 
cesses of the previous peak. A correla- 
tion of investment factors and market 
action indicates that a new cyclical rise 
has started. This should result in sub- 
stantial long-term appreciation in utility 
stocks which also afford a liberal current 
income return.” This view is notable be- 
cause the firm’s analyst formerly took 
a pessimistic view. 

The study stresses the importance of 
psychological market factors. A chart is 
presented showing the market cycles of 
utility stocks and the apparent reasons 
for the declines and advances. Thus the 
sharp decline in 1942 was attributed to 
passage of the excess profits tax bill (al- 
though in our opinion the threatened 
liquidation of holding company port- 
folios was also a factor). The subsequent 
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4-year advance of 138 per cent in the 
Standard & Poor’s average of utility 
operating company stocks reached its 
peak in May, 1946, in anticipation of a 
sharp postwar rise in earnings, includ- 
ing savings due to ending of excess 
profits taxes. The later decline was large- 
ly due to fears of inflation and of possi- 
ble dilution of earnings caused by equity 
financing for construction. With earn- 
ings sustained at previous levels, how- 
ever, the ratio of stock pricés to earnings 
is now at about the lowest in the last five 
years. The study points out that post- 
war earnings in many cases represented 
an excessive return on the rate base, but 
that during the past two years this con- 
dition has been largely corrected by the 
increase in plant investment, while earn- 
ings have remained stationary. 


* 


Amortization of Plant 
Acquisition Adjustments 


s the result of orders by the FPC, 
SEC, and some of the state com- 
missions a large number of operating 
utility companies have made lump sum 
write-offs against surplus for canceled 
items in Plant Account 107 (Plant Ad- 
justments), and are amortizing (usually 
over a 15-year period) other items car- 
ried in 100.5, Plant Acquisition “Adjust- 
ments. 

The latter charges are usually carried 
either with operating expenses, or as a de- 
duction from income. If treated as an 
expense deduction, this would logically 
mean that the item is an allowable charge 
in determining the rate of return on the 
rate base; if carried in fixed charges it 
would not be so allowable, at least in 
theory. However, the location of the 
charge might not have any serious effect 
on rates, since each state commission has 
its own point of view in regard to ac- 
counting, and if the rate base did not in- 
clude the unamortized balance of 100.5 
it would not be fair to deduct the accrual 
in gauging fair return. 

There is another and more important 
consideration however—whether the item 
is deductible for Federal income tax pur- 
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poses. The Treasury Department takes a 
different slant on plant account—it does 
not follow the FPC and SEC in recog- 
nizing 100.5. In other words, it considers 
plant costs as the out-of-pocket cost of 
the company itself rather than the origi- 
nal cost when first devoted to public 
service. Hence there is nothing to be 
gained taxwise in placing the item “up- 
stairs” as an expense or fixed charge de- 
duction. 


uT from the standpoint of the stock- 

holder’s interest (important with 
respect to new equity financing) inclu- 
sion of the accrual before net income 
leads to understatement of earnings, If 
the state commission having jurisdiction 
recognizes the charge as a legitimate ex- 
pense for rate purposes, there may be 
some logic in keeping it “upstairs,” to 
help ward off rate cuts or help gain a rate 
increase. But otherwise it would seem 
more logical to charge the items to sur- 
plus in the same way that lump sum 
adjustments of plant account are dis- 
posed of. 

At least one company has taken this 
position. Southwestern Public Service 
has obtained FPC permission to charge 
$117,372 “amortization of excess cost” 
in its earned surplus statement. It is un- 
derstood that permission was granted 
because earned surplus exceeded the en- 
tire amount of the plant acquisition ad- 
justment account (about $1,085,000 as 
of December, 1947). Other utility com- 
panies which may wish to charge similar 
items to surplus might also obtain per- 
mission from the FPC or SEC. The 
amortization charge when taken out of 
net income may “contribute” some cash 
for construction, but this is at the ex- 
pense of an understatement of earnings 
and a correspondingly lower level of 
stock price, especially if dividends are 
geared to stated earnings. 


Correction 
N the July 15th issue of the Forr- 
NIGHTLY, page 112, the price earnings 
ratio for Connecticut Light & Power was 
reported as 6.1 instead of 16.1. 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC OPERATING 
COMPANY STOCKS 


‘os Earned P-E 


Price Yield (12 Mos.) Ratio 
Revenues $50,000,000 and over 
Boston Edison ($2.40) 42 oh $2.75-d 
Commonwealth Edison ($1.40) 27 1.94-m 
Consol. Edison of N. Y. ($1.60) 2.20-m 
Consol. Gas of Balt. ($3.60) 4.69-m 
Consumers Power ($2) 2.78-my 
Detroit Edison ($1.20) 1.41-ju 
Duke Power ($4) 6.29-d 
Pacific G, & E. ($2) 2.40-m 
Penn. Power & Light ($1.20) 2.10-my 
Phila. Elec. ($1.20) 1.64-a 
Pub. Serv. Elec. & Gas 2.05-a-PF 
So. Calif. Edison ($1.50) 1.76-my 


Averages 5.6% 
Revenues $10-$50,000,000 
Atlantic City Elec. ($1.20) 7.1% $1.37-my 
Birmingham Elec. .88-my 
Carolina P. & L. ($2) 3.16-ju 
Central Hudson G. & E. (52¢) 56-ju 
Central Illinois P. S. ($1) 1.74-m 
Central Maine Power (91.20) 1.17-my 
Cincinnati G. & E. ($1.40 1.96-m 
Cleveland Elec. Illum. ($2. 2.80-m 
Columbus & S. Ohio Elec. ($2.80) 4.36-m 
Connecticut L. & P. ($3.25) 3.53-my 
Dayton P. & L. ($1.80) 2.62-m 
Delaware P. & L. ($1 ) 
Florida Power Co 
Gulf States Util. 
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Houston Lightin 

Illinois Power ($2) 
Indianapolis P. & L. ($1.50) 
Kansas Gas & Electric BS 2o} 
Minnesota P. & L. ($2.20) 

No. Indiana P. S. ($1. 20) 

Ohio Edison ($2) 

Potomac Elec. Power (90¢) 
Pub. Serv. of Colo. ($2.20) 
Pub. Serv. of Indiana is Stock) 
Public Service of N. H. ($1.80) 
Puget Sound P. & L. (80¢) 
San Diego G. & E. (80¢) 
Southwestern Pub. Serv. ($1.80) 
Utah Power & Light ($1.40) 
Virginia Elec. Power ($1.20) 
Wisconsin Elec. Power ($1) 
Wisconsin P. & L. ($1.12) 
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Averages 

Revenues under $10,000,000 

C California Elec. Pr. (60¢) 
E] Paso Electric ($1.60) 
Empire Dist. Elec. ($1.12) 
Mountain States Power ($2. 
Penn Water & Power ($4) 
Tampa Electric ($2) 
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Averages 
Averages, three groups 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC 
HOLDING COMPANY STOCKS 
7/22/48 Earned 
Price (12 Mos.) 
Integrated Holding Company Systems 
American Gas & Elec, ($1 and Stock) .... . $4.32-my 
Central & South West (80¢) ; 1.38-m 
New England Elec. System ($1) 
New England G, & E. (80¢) 
West Penn Elec. ($1 


Averages 


Systems in Process of Integration— 
Common Stocks—Dividend-paying 
American L. & Tr. (Stock) 
Cities Service ($2) 
Electric Bond & Share (25¢) 
General Pub. Util. (80¢) 
North American a and Stock) 
Philadelphia Co. (60¢) 
United Gas Imp. (st 30) 
United Lt. & Rys. (Stock) 
West Penn Power ($1.80) 
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Averages 


Common Stocks—N ondividend 
American P. & L, 
sarge J & Southern 
Electric P. & L 
Inter. Hydro-Elec. “A” 
Long Island Lighting 
ERY WIE GO, os bs nw vn valde vecksbsess 
New England Pub. Serv. ..............-- 
Niagara Hudson Power 
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Arrears 
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Preferred Stocks—Dividend-paying 
United Corp. $3 Pref. 

Philadelphia Co. $6 Pfd. 

American & For. Power fg | SH 
American P. & L. $6 Pfd 

Commonwealth & Southern 3% Pid, ...... 
Electric P. & L. $7 Pfd. 

Niagara Hudson Pr, 5% Ist Pfd. ......... 
Nr. States Pr. (Del.) 7% Pfd. .......... 


HA] NAAMRMON 
mOMmnoONNI- 
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Preferred Stocks—No Current Payments 
C Electric P. & L. $7—2nd Pfd. 
C Inter. hae ty, ae 
New England P. S. $7 Plain Pfd. 
S Standard G, & E. $7 Prior Pref. ......¢<..- 
C Standard P. & L. $7 Pfd. 


B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. d—December, 1947. j—January, f~—February, m—March. 
a—April. my—May. ju—June. wi—When issued. PF—Pro forma. 


239 AUG. 12, 1948 


R 


Pl dd | 





*(paseaiour pyaif) aod Sullayo [eulsiIo WoOIJ psoNpel BIg, 
“Ajoyqnd pezayo (997‘80zZ JO yo soreys 
909‘SS) aouRTeq poqriosqnsuy) ‘ppey Sereys passajasd %p JO Sareys UOWUIOD Q JOF SIeYS DUO JO OTJeI UI CZ HZS 3e SIIP[OYPOIS OF PIIPHO g 
‘(sISeq %zO'p) ¢2/Z Peso[d ayeo1puAs uaym §76 0} peddosp 2013d ‘{nyssasonsun anss] g 
‘g ye WOWWIOD OFUT a]qQIVJ2AUO7) _ 


"s1y3ry 
g¥9}11M19puy) eT'sz seis ‘ss*** (2g) auoydesay [esoua4 W/L 
payero3aN y 0s'ZI ($08) S®nTHN, Boyxeq-eurjoyy 91/9 
SYI0IS UomMMmoy 


pareozeN 0S"92 “**"* “Pid 3ST %S “A BD WHhed 

payerj039N : — IOI — "*** “‘p¥d “AuodD C$ PDIAIBG JaIEM “CA SIM 

payenozenN ; ; 00! Perertcniety ‘PJd %SG sexy) uowy ussyynosg 

aA} edui07) , ‘ 2Z'Z0l ’ sreeeees DIT ZC'ps Jamog sioumsuo7 

paye1jo32N — 02 RB TPF “AUOD OTIS J9MOg “DTT “FHP 

eanneduo) j oSc 101 Cc sereees “Did Mb “1 Bd AD sesuey 
SYI0IS passafasq 


aannaduro; LL 101 £261 ‘Se “°C “A'S SBD Png [euoneN 
aannaduso; eT'C0l ’ S861 ‘S#e “PC ‘PL leq Aesiof MeN 


saanjusgaq 


aAtpedu07+ 
aaryeduo7 
eat} edu07) 
PATjIJOdUIO7) 
PAT} adUIO7) 
aAtyZedw07) 
aA} TedUIO7) 
aatyieduro7 
dATZTJSdUI07) 
aAr}IJedWIO7) 
dATpIedWIO’) 
JAI} IFOdWIOZ) 


66 00T ‘ “**** O76, ‘SE IST UOSIPA YyI]eamMuUOUTUIO7) 
ZY tol ; streees O7eT ‘S8E JST JamOg suIey [es}UI> 
66 00T : R61 ‘SE IST JOMOg purlsuy MeN 
+8001 : “** S261 ‘Ste IST SeX aqeyMby 
6S 101 & * SZ6I ‘SE 4ST (uur) JIMOJ S3}eIS “ION 
SZ TOL ; "* O46] ‘SC IST “TQ ‘q Aassaf MON 
error apa I86I “Se “Joy SuoYydr[aL “A ‘N 
Sz I0r ; 8261 ‘S#E IST JomMOg dye C1IIIC 
SZ 001 ‘ R961 ‘SE IST SBD [eInJeN UsIY NOS 
900 101 ; "e"*"* Q/6L ‘S#Z IST “A B"H Weuuroury 
62S 101 861 ‘SEZ IST “TB “d Aud sesuey 
9r'Zz0I 8461 S¥E IST “I Bd PPO 
spuog asbvbj40py 
bursa {O INqud ‘249 Inqnd fundguo 7 uougr49saq Cin) Gunny 
{Oo pury 0] pj x wUowsmumoy 0} 29147 0} 994g yup KKpooy 


> 
— 
fo 
eo) 
e 
Z. 
oe 
4 
© 
fe 
122 
- 
~ 
— 
fe 
~ 
3 
4 
= 
=) 
mS 


Ss: NOwww 
_ 
SRBRSRARKKSS 
MANNA MANANMNON 


(Sr6I ‘62 AIn{ 0 ST eunf) 
SHILIMNIAS ALITILA AO SONIAAAAO DITANd TVdIONIad 








What Others Think 


Washington’s Century of Gas Light 


A= is an understandably 
proud event in the history of any 
corporation or organization in this still 
New World of ours. But a centennial for 
a utility company which has grown along 
with the evolution of the nation’s capital 
from a small comfortable, dusty, south- 
ern town of pre-Civil War days toa great 
world metropolis, is likely to be an in- 
teresting event as well as worthy of 
notice in its own right. 

The Washington Gas Light Company, 
long regarded as one of the nation’s 
strongest and better managed gas utili- 
ties, has observed its centennial in a most 
appropriate and competent fashion. It is 
the publication of a splendidly prepared 
volume of 91 pages entitled “Growing 
with Washington.” This absorbing little 
book should appeal to anybody with a 
taste for historical background. To a 
Washingtonian in that category it would 


seem to be an almost indispensable addi- 
tion to his library. 

It was prepared by Robert R. Hersh- 
man and Edward T. Stafford, and edited 
by Albert W. Atwood, former editorial 
writer of The Saturday Evening Post 
who is a director of the company and 
whose articles have occasionally appeared 
in Pustic UTILITIES FORTNIGHTLY, 


HE growth of Washington from the 

time the present site was occupied 
by passing Indian tribes who roamed the 
valley of the Potomac, the visitation to 
this confluence of the Potomac and Ana- 
costia rivers by John Smith of Pocahon- 
tas fame in 1608, the visitation by the 
Englishman, Henry Fleete, in 1632—the 
first enthusiast over the site, the estab- 
lishment of surrounding localities such 
as Georgetown, Anacostia, and Bladens- 
burg in the late 18th Century, the selec- 
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Gas light on top of Capitol. 
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tion of the nation’s capital by George 
Washington and its long-range, far- 
sighted planning by Pierre L’Enfant— 
these are all noted with picturesque il- 
lustrations, including photographs, circa 
Civil War era by Brady and Currier and 
Ives sketches. 

As early as 1847, James Crutchett, a 
gas pioneer from Dayton, Ohio, demon- 
strated gas illumination in his house at 
North Capitol and C streets, Northeast, 
between the Capitol building and the 
present Union Station. Crutchett_per- 
suaded Congress to appropriate $17,500 
to light up the Capitol and grounds. He 
introduced gas in the Capitol by placing 
on its wooden dome an 80-foot mast of 
white pine. On the mast was a lantern, 
six feet in diameter with tubes leading to 
the gas mains. 

It was on July 8, 1848, that President 
Polk signed a bill passed by Congress in- 
corporating the Washington Gas Light 
Company. Four days before that—at an 
independence day celebration—the same 
President had laid the cornerstone for 
the Washington Monument. John F. Cal- 
lan, the first president of the company, 
established the company’s offices on 
Louisiana avenue between 9th and 10th 
streets, Northwest. By the end of the 
year the company had laid mains for lamp 
posts and lighted up the White House 
with gas on December 29, 1848. 


CH pee om Ward, well-known minister, 
editor, and businessman, was the 
company’s second president from 1849 to 
1851. By that time the company was sup- 
plying gas to the leading hotels in down- 
town Washington and gas rates had been 
reduced from $8 per thousand cubic foot 
to $6.40. It was not until 1851, when 
Silas H. Hill became the third president, 
that the general public of Washington 
was invited to use gas. Previously the 
government owned all the gas mains in 
the city and had restricted their use. It is 
interesting to note that the city of Wash- 
ington thus narrowly averted the possi- 
bility of becoming a municipal gas works 
operator when the company persuaded 
the government to sell the mains. 

In 1856, when George W. Riggs be- 
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came the fourth president, Washington 
streets were largely lighted with 
lamps. Riggs, an astute banker, guided 
the company through the difficult times 
during the Panic of 1857 and the Civil 
War years. Barnabas H. Bartol, fifth 
president, took over in 1864 for a period 
of nineteen years. During the Civil War 
a severe coal shortage forced the com- 
pany to import its supply from England. 
The company had to appeal to Secretary 
of War Stanton and President Lincoln 
on this problem. There follows a letter 
written by President Lincoln to John 
Worth Garrett, president of the B&O 
Railroad in 1868, Reproduced in Lin- 
coln’s own handwriting the text states: 


Mr. J. W. Garrett 


My dear Sir: 

It is said we shall soon all be in the dark 
here, unless you can bring coal to make gas. 
I suppose you would do this, without my in- 
terference, if you could; and I only write 
you to say, tt is very important to us; and 
not to say that you must stop supplying the 
army to make room to carry coal. Do all 
you can for us in both matters. 

Yours truly, 
A. LINcoLn 


The gas company grew steadily with 
the nation’s capital through the balance 
of the 19th Century which witnessed the 
development of the telephone by Alex- 
ander Graham Bell and the discovery of 
the incandescent electric light by Thomas 
Edison—the latter destined to change the 
character of the gas company’s patronage 
so much with respect to lighting. During 
this period, the late Seventies, applica- 
tions were made for rival gas company 
charters. One such application was to 
charter the Atomic Steam Coal Gas Com- 
pany of the District of Columbia. 


go Be company’s sixth and seventh 
presidents were George A. Mcll- 
henny, 1883-1892, and John R. McLean, 
1892-1911, who also owned The Wash- 
ington Post. Only five presidents have 
served as chief executive of this company 
during the 20th Century: Joseph Leiter, 
1911-1914; Howard S, Reeside, 1914- 
1924; Ord Preston, 1924-1930; Geo 
A. G, Wood, 1930-1932 ; and Marcy L. 
Sperry, 1932 to date. 
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President’s House in 1848. An attractive gas lamp and post are shown in foreground. 


e 


It was during Mr. Wood’s tenure of 
office that natural gas was first brought 
into the District to mix with manu- 
factured gas. At a ceremony in the White 
House on January 31, 1931, former 
President Hoover pushed a telegraphic 
signal which turned a giant valve releas- 
ing a flow of natural gas from Kentucky 
and West Virginia. The changeover of 
the gas supply to 100 per cent natural gas 
was made during the present year, 

The gas company’s centennial con- 
cludes with a historical appendix on the 
development of gas and a chronological 
table of important events in the gas in- 


dustry history in the 9th Century before 
Christ (when the Chinese utilized natural 
gas) through to the discovery of manu- 
factured gas by Van Helmont in Brus- 
sels, the discovery of the Englishman 
Murdoch in 1792, and the American, T. 
S. C. Lowe in 1874—just to touch a very 
few of the highlights mentioned. 

It is noteworthy that in its one hun- 
dred years of operation the Washington 
Gas Light Company has paid dividends 
every year since 1848 except in 1849, 
1851, 1852, 1864, and 1865. It is safe to 
say very few century-old corporations 
can match that dividend-paying record. 





Televison 


ee people, remembering that 
radio producers were prevented 


from operating profitably in the early 
days of radio development because of 
cutthroat competition, are wondering 
whether the same situation will develop 
in the television industry. A ‘study by 


Prospects 


E, W. Axe & Company has some inter- 
esting comments on the question: 


It seems probable that the firms who will 
realize large profits are those who can de- 
velop mass production of attractive sets, at 
a price range between $100 and $150, which 
is about the maximum the average Ameri- 
can can afford. This is going to be ex- 
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tremely difficult to do in view of mounting 
wage and material costs. If any one manu- 
facturer can successfully do it, it may well 
mean defeat for many other manufacturers 
unable to meet such competition. 

Prices range from approximately $170, 
which is about the minimum for a table 
model with a 7-inch screen, up to over $2,000 
for a home set with a 20-inch screen, com- 
bination FA-AM radio, and automatic 
record changer. .. . 

Of further interest in competition analy- 
sis is the exceptionally easy credit currently 
being offered to attract buyers, Radio stores 


are reportedly advertising $325 telesets for 

down payment and one New York store 
requires no down payment but simply by- 
the-month arrangements for up to fifteen 
months, 

The Axe study presents no definite 
forecast of the rate of growth of the tele- 
vision industry, but the comments run- 
ning through the 32 pages of text and 
statistical material indicate that progress 
will be fairly rapid, although not as fast 
as many persons had hoped. 





Additional Comments on Annual Reports 


_— the weeks following the 
presentation, in the May 6th Fort- 
NIGHTLY, of an analysis of the character- 
istic features of the 1947 annual reports 
of utility companies—with specific com- 
ment upon several of the reports—many 
additional ones have come to hand. 

A study of these reports discloses that 
the noteworthy patterns mentioned in the 
previous review are still being followed in 
later arrivals. 

However, this question of annual re- 
ports—their contents, format, and just 
what stockholders and employees look 
for in them—is receiving a great deal of 
attention by thoughtful people. There 
are two principal points of view, with a 
variety of gradations in between. The ex- 
tremes in opinion are indicated in the 
advocacy by one group that the chief 
function of annual reports is simply an 
accounting for investors. Others believe 
that it is the public relations angle which 
should be featured. 

Various organizations and business 
concerns of national standing have re- 
cently instituted surveys. 


Narrow Coverage 


6 on Controllership Foundation, Inc. 
(1 East 42nd street, New York 17, 
New York), has published a study which 
emphasizes the investor’s point of view 
and minimizes the value of the public 
relations approach. The foundation’s 
conclusions were drawn from a survey 
conducted by Elmo Roper, one of the 


well-known public opinion samplers. The 
results of Mr. Roper’s survey are pub- 
lished under the title of “What People 
Want to Know about Your Company.” 
In announcing the publication of the 
study, Daniel J. Hennessy, president of 
the foundation, had the following to say: 


Part of the large sums of money now be- 
ing spent on company annual reports might 
well be directed into other channels if we 
wish to overcome misunderstanding and 
suspicion of business. 

Most annual reports of the general type 
now being issued by corporations fail in 
their purpose of informing people about 
these companies, 


Only 11 per cent of those responding in 
the survey mentioned balance sheet items 
as things they needed to know about in 
order to keep track of an investment, 
while 40 per cent of the “run-of-the- 
mine” stockholders professed to find no 
utility in the brochures they receive. 


The average stockholder is naturally 
anxious to get dividends, and he is interested 
in what the chances are that his company 
will remain strong enough to safeguard his 
capital and pay the same, or a bigger, return 
on his money. To him these are simple ques- 
tions that can be answered in a paragraph. 
If the company gives him complicated tables, 
charts and pictures, and page after page of 
text, there may be some danger of “report 
indigestion.” 


In order to satisfy the run-of-the-mine 
stockholders who crave simple, easy-to- 
read information, and at the same time 
not deprive the more sophisticated invest- 
ors of the accounting facts and figures, 
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the foundation’s report recommends that 
the present practice of sending all stock- 
holders the same type of annual report 
should be reconsidered. A more effective 
public relations technique, it suggests, 
might be to send them a one-page state- 
ment signed by the president, outlining 
earnings, dividends, general financial 
position, and outlook of the company— 
and then offering a complete financial re- 
port on request. The latter would be a 
full-scale annual report designed primar- 
ily as a source document for those who 
wish ready access to “cold statistical 
facts.” The same brief digest appeals to 
employees, the report confirms, 


Broad Coverage 


HE Research Institute of America 

(292 Madison avenue, New York 
17, New York) has published a 56-page 
booklet entitled “How to Tell Your Com- 
pany’s Story.” It presents in detail the 
public relations point of view—to em- 
ployees, stockholders, the public. In a 
chapter called “Making the Most of 
Your Annual Report” are listed 10 sug- 
gestions drawn from a study of 400 re- 
ports, showing subjects most often dis- 
cussed, These are: 


1. Expand the treatment of financial 
statistics to offer comparisons with a 
previous year or years. 

2. List plants, officers, stores, etc., with 
picture displays. 

3. List products or services with photo- 
graphs or drawings. 

4. Statistical summary showing high- 
lights of the year, or thumbnail reviews of 
the most significant developments, 

5. Pictorial graphs rather than ordinary 
line and bar charts, 

6. Honor roll of employees who have 
made notable contributions to company op- 
erations, etc. 

7. Sales dollar breakdown and simplified 
balance sheet. 

8. Photographs of officers and/or direc- 
tors. 

9. Photograph of corporation president. 

10. Anniversary number, celebrating high- 
lights of the company’s operations over a 
period of years. 


The above sounds like a large order, 
but it is nothing compared with what 
public utilities have done in their 1947 
annual reports. Here are a few of the 


245 


additional subjects covered extensively : 
(1) employees, (2) rural electrification, 
(3) research, (4) costs and rates, (5) 
taxation and government competition, 
(6) power pools, (7) underground stor- 
age of gas, (8) information on stock- 
holders, (9) growth prospects, (10) 
maps of territory served, (11) corporate 
changes and financing, and (12) benefits 
to community. 


A Test 


ENERAL Motors CoRPORATION is 
making a survey of its own stock- 
holders in order to obtain a firsthand 
answer to the questions involved. It is 
in the form of a questionnaire being sent 
to every tenth stockholder. The questions 
asked are significant and pointed. Here 
are some of them: 
How Thoroughly Did You Read the Re- 
port? (Just check your answers) 
Glanced through it. Read the chairman’s 
statement. 
Read the highlights 
summary, 
Read all or nearly all Read the financial sta- 
of it. tistics, 
Looked at the charts and pictures. 


Read parts of it. 


Next the questionnaire takes up the 
principal features of the report and asks 
whether or not each has been read and 
whether it was liked or not. These fea- 
ture sections were (1) operating review, 
(2) more and better things, (3) owner- 
ship of GM, (4) financial review, (5) 
GM men and women, and (6) operating 
divisions and products. 

In addition there are three questions 
on photographs, charts, and diagrams. 
Suggestions for improvements are re- 
quested, The remainder of the question- 
naire is an attempt to find out what type 
of person answers the questionnaire. 
These questions are directed toward find- 
ing out the type of community in which 
the stockholder lives, his occupation, sex, 
age, employee of GM or not, and type 
of GM security holding. No signature is 
necessary. 

Other companies have conducted 
somewhat similar surveys with special 
emphasis on determining what type of in- 
formation the stockholder desires in the 


AUG. 12, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


annual report. It was found that stock- 
holders definitely were interested in the 
future, as indicated by their preference 
for information regarding the outlook for 
the coming year and data on research on 
new products, Of course, facts on earn- 
ings and dividends were of great im- 
portance. 


Simplicity 


6oETow to Read an Annual Re- 
port” is the subject of an article 
in The Lamp of March, published by the 
Standard Oil Company (New Jersey). 
The article is addressed to the small 
stockholder. It was written by Stuart 
Chase. He concludes his exposition by 
saying that “never since corporations 
were invented have annual reports been 
closer to the facts than they are today.” 
Chase’s discussion contains ten ques- 
tions, with details, which he believes 
people would like to have answered in 
an annual report. They are simple and 
here they are: 
1. What did the company earn? (Com- 
parisons. ) 
2. What dividends did the company pay? 
(How much of earnings?) 
3. What does the company own, and what 
does it owe? 
4. How big is the company? 
5. How many people work for the com- 
pany? (Labor aspect.) 
6. What are the total sales or revenues? 
(Size again, also prices.) 
7. What service to the community does 
the company render? (Reality.) 
8. Where are the company plants? 
(Maps; foreign investments.) 
9. Where do the company’s raw materials 
come from? (Outlook.) 
10. Who audited the figures? (Well- 
known certified public accountant.) 


Mr. Chase tried to make a complex 
problem look simple. It took him six 
pages, with cartoons. He concluded: 

. .. nowadays we know that because of the 
double entry (bookkeeping) systems, the 
CPA audit, the requirements of the Securi- 
ties and Exchange Commission, and the in- 
come tax examiners, figures are not easy to 
juggle, 


W ITH the above in view it is interest- 
ing to examine the 1947 annual 


report of Standard Oil Company (New 
Jersey), publisher of Mr. Chase’s article. 
The cover is a picture in color depicting 
an Esso motor tank driver cheerfully 
filling an outdoor tank of a contented and 
alert farmer, with a prosperous farm in 
the background, 

The public relations theme is carried 
through the entire 36-page report. The 
information presented contains all of the 
points suggested by Mr. Chase and many 
more. The letter from the chairman to 
the stockholders contains a pointed dis- 
sertation on democracy, individual en- 
terprise, and the duty of the corporation 
to meet the responsibilities of such a 
society. Need for new capital was em- 
phasized. 

Briefly, the Standard Oil of New Jer- 
sey report adhered to the current popular 
pattern of telling the stockholder all 
about the company, with particular em- 
phasis on current operations which 
promise a bright future, Research and 
good employee relations were stressed. 


Conclusion 


ws appears to be a lively contro- 
versy regarding the problem of 


what to put in an annual report of a cor- 
poration may not in the final analysis 
be a real conflict. The Journal of Com- 
merce (New York) has an interesting 
editorial along this line in its July 13th 
issue: 


A lot of work and money go into the 
preparation and distribution of corporate 
annual reports and, therefore, it has come 
as a shock to management—and a discourag- 
ing one, at that—to learn that the Controller- 
ship Foundation thinks they have been wast- 
ing time and money, 

. .. not in any way challenging the findings 
of the Controllership Foundation, it is, 
nevertheless, possible that its study of stock- 
holder reaction to pamphlet reports is not 
a tip to turn away from better and more 
complete reports, but merely confirmation 
of a fact that long has been known; namely, 
that stockholder reports largely have been 
dull and uninteresting and need livening up. 

Looked at in this light, the public relations 
fraternity need not be so upset as some mem- 
bers of it apparently are by the Controller- 
ship Foundation study. On the contrary, 
they should be stimulated to scientific study 
of the facts which need to be explained to 
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stockholders . . . and in finding the best ways 
and means of commanding the attention and 
interest of the stockholders. 


The above views provoke the usual 
question under such circumstances, So 
what? One warranted conclusion is that 
some additional study is needed to answer 
such questions as: Are séme reports 
possibly too elaborate? What parts of 
the reports do the stockholders like best ? 
Are the proper subjects being covered? 
Are the reports read and kept? Should 
a portion of the funds spent in the public 
relations part of the presentation be 
placed in other channels? 


O NE annual report is worthy of spe- 
cial notice because of peculiar sur- 
rounding circumstances. It is the annual 
report of Puget Sound Power & Light 
Company. It features a personalized 
message from the company’s president, 
Frank McLaughlin. He presents a real- 
istic appraisal of the problems and diffi- 
culties of private power companies in 
the state of Washington. The tone of the 
report is revealed in the first two para- 
graphs of what Mr. McLaughlin calls his 
“Heart to Heart Talk with Stockhold- 


ers”: 


Because of the complex nature of the 
company’s operations and problems and the 
many existing uncertainties it is most diffi- 
cult in a report of this nature to give stock- 
holders a real picture of the situation. It 
would be much better if I could sit down 
and have a personal talk with you. In the 
absence of such an opportunity I am trying 
to do the next best thing in this “Heart to 
Heart Talk.” My thought in so doing is to 
put myself in your shoes and, in so far as 
possible, to answer the questions which I 
believe are uppermost in your minds. Also, 
it seems to me that, by and large, stockhold- 
ers’ reports and the relationship between 
stockholders and management are too cold 
and formal, I would like to see them more 
personal. 

To my way of thinking it is not proper 
for management to paint pictures for the 
stockholders colored with either personal 
optimism or pessimism nor to indulge in 
wishful thinking and false hopes. The natu- 
ral impulse and desire of the average in- 
dividual is to be full of hope, to dwell on 
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the good things, and to shrink from doing 
the disagreeable. 


Basic problems of the company deal 
primarily with government competition 
and rapidly increasing costs, particularly 
of high-priced materials and advancing 
wages. Mr. McLaughlin is absolutely 
frank in his statement of these problems 
as can be seen from the following quota- 
tion from his message: 

_ When a utility is not permitted to effec- 

tively and efficiently function because of un- 

fair competition established by government, 
as is the case with this company, there in- 
evitably results serious consequences to 
stockholders, employees, and customers alike. 
Extensive subsidized public power competi- 
tion has the effect of reducing earning 
capacity and of making it difficult for the 
company to maintain financial stability and 
to attract new capital. The situation becomes 
more acute under the existing inflationary 
economy where the wages which the com- 
pany presently pays and the prices of the 
materials and supplies which it buys average 

about 75 per cent higher than those of 1940. 

It is very important for you to fully appre- 
ciate that Puget is faced with difficulties 
and uncertainties due to extensive subsidized 
public power competition with which the 

ordinary utility does not have to cope... . 

No other electric utility in the country is in 

a comparable situation to that of Puget. 


‘ e~ message asserts that it is “not 
in the cards” for people to give large 
tax subsidies, cheap money advantages, 
special privileges, and, in many cases, 
their patronage to public power and then 
give only lip service to private power and 
still expect the latter to stay in business. 

The primary appeal made by Mr. Mc- 
Laughlin was for public support of fair 
treatment of his company by the govern- 
ment. Objected to strenuously is the pres- 
ent piecemeal condemnation of proper- 
ties in accordance with present state laws. 
He asks for an over-all acquisition of 
private systems at a fair price if transfer 
in ownership must be made. 

The rest of the report makes liberal 
use of charts, pictures, and illustrations 
to make the trends and facts of the com- 
pany’s operations easily understandable. 
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“SURE, EVERY SMART CABLE SALESMAN KNOWS THE OLD HINDU ROPE 
TRICK.” 





Commissioner Advises Independent 
Telephone Companies | 


points, including some remarks on rates. 
On this subject he said, in part: 


E. MItTTELsTAeEnt, president of the 
e California Public Utilities Com- 
mission, complimented independent tele- 
phone companies for their resourceful- 
ness in an address before the California 
Independent Telephone Association an- 
nual convention at Los Angeles, June 
17th. He referred specifically to their 
“great resourcefulness” in finding ways 
and means of dealing with material short- 
ages which have plagued the industry 
since military activities ceased in 1945. 
“Regulation Looks Forward” was the 
title of his address which covered many 
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...I feel that I can state as representing the 
views of my fellow commissioners that we 
stand ready to give relief to companies 
which are not earning a fair or reasonable 
rate of return and who have definite for- 
ward-looking programs to furnish economi- 
cal, adequate, and sufficient service. 

There is one point which has been a source 
of delay in rate proceedings and which has 
caused considerable extra work on the part 
of our staff. That is the lack of properly 
maintained records by some of the smaller 
utilities. This is a condition which I feel it 
would be particularly appropriate for your 
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association to undertake to remedy. It is 
most difficult to act promptly on the appli- 
cation of the utility for an increase in rates 
when the records are inadequate, admittedly 
in error, or even nonexistent. Likewise, you 
may expect the commission to take equally 
prompt action and expect the codperation 
of the utility in reducing rates where the 
earnings are found to be in excess of a fair 
rate of return. 


Referring to the need for large amount 


of additional capital for a program of 
rapid expansion in the telephone indus- 
try, Mr. Mittelstaedt suggested that those 
preparing to finance, particularly the 
medium- and smaller-sized companies, 
get in touch with the finance and ac- 
counts department of the commission to 
obtain the benefit of its experience in 
these matters. The commission must au- 
thorize all important financing. 





“Operation 


TATEMENTS of members of the U. S. 
Atomic Energy Commission with re- 
spect to prospects for developing power 
are always of interest to utility execu- 
tives. Robert F, Bacher, member of the 
commission, presents a new thought 
which has not as yet received wide pub- 
lic notice, Mr. Bacher told the graduat- 
ing class of Ann Arbor Senior High 
School, June 10th, that his group is in- 
vestigating a development called “opera- 
tion bootstrap” by which it may be possi- 
ble to generate electric energy and simul- 
taneously create more new fissionable 
material than was destroyed. On this 
subject and on the general question of 
production of energy he said: 


. .. looking into the future of the develop- 
ment of atomic energy, it is also possible to 
see that we may in time derive our main 
source of energy from the atomic nucleus. 
We know that the fission of one pound of 
uranium 235 is equivalent to the energy ob- 
eee from the burning of 1,500 tons of 
coal. 

We know that reactors have been built 
from which enormous quantities of heat are 
steadily removed and we think it very likely 
that these reactors can be made to operate 
under conditions in which this energy can 
be turned into useful heat or into electrical 
energy. We do not know today just how 
long these developments will take nor 
whether they will be economically feasible. 


Bootstrap” 


Our present belief is that the production 
of electrical energy from the atomic nucleus 
will almost certainly come. Within a year or 
two it should be demonstrated on a small 
scale. It is likely that within ten years we 
shall know how to construct nuclear power 
plants, but it is still too early to say any- 
thing about economic feasibility. 

Such questions will depend not only upon 
the success of our technological develop- 
ments but also upon the availability of 
uranium at low enough cost, It may also 
depend upon a revolutionary possibility 
which is now being investigated, It may be 
possible to operate a nuclear reactor and 
produce heat energy or electrical energy and 
at the same time generate more new fission- 
able material than is destroyed. We have 
sometimes called this “operation boot- 
strap.” Whether or not it is feasible, only 
time and work will tell, but it certainly looks 
enticing. 


The title of the address is “Oppor- 
tunity and Responsibility in the Atomic 
Age.” After discussing the many oppor- 
tunities inherent in atomic energy, Mr. 
Bacher stressed our deep responsibility 
to see that these new developments are 
used for the benefit of man and for the 
security of our country. As a first step 
in fulfilling this responsibility he sug- 
gested that everyone should learn to 
understand the close relation of peace- 
time developments of atomic energy to 
the wartime potential. 





Visit Our 


ETROIT Epison CoMPANY has es- 
tablished a popular policy of con- 
ducting interesting tours of its plants and 
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Company 


offices for customers. The plan is de- 
scribed in some detail in the April issue 
of the company’s magazine called Syn- 
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chroscope. The tours are carefully 
planned to give the visitors a complete 
and technically correct picture of power 
plant operation. In the last year alone 
more than 8,000 people took advantage 
of the company’s invitation to see first- 
hand some of the mammoth machinery 
and careful engineering behind electric 
service. 

Regarding the purpose behind such 
visits, Richard S. Shannon, assistant ad- 
vertising manager, says in part: 

Since many people transact all their Edi- 
son business by mail or phone and have 
meters located outside their homes, there is 
scant opportunity for them to meet our com- 
pany or its representatives personally. The 
tours have helped us all to get better ac- 
quainted. Our customers have taken electric- 
ity pretty much for granted for many years 
—and we are glad they have. When they visit 
us, however, they have an excellent oppor- 
tunity to learn about the complicated opera- 


tions that must take place before they can 
snap on their lights at home. 


At the end of the tour, the visitors are 
shown a motion picture called, “My 
Dad’s Company,” which tells about the 
men and machines at Detroit Edison. In- 
cluded in the trips are visits to the gen- 
eral offices and service building. Special 
efforts are made to invite clubs and or- 
ganizations, such as 4-H clubs, civic 
groups, and Rotarians. 

The company is preparing a special 
booklet high lighting a typical plant tour. 
Visitors will receive it at the end of their 
trip. The ‘purpose of this illustrated 
booklet is to help them to remember and 
better understand the maze of equipment 
and technical processes which they have 
seen. Also it will help them when they 
try to recreate something of their experi- 
ence for their friends at home. 





Notes on Recent Publications 


Herbert Hoover. Eugene Lyons has drawn an 
interesting word portrait of Herbert Hoover 
entitled “Our Unknown ex-President.” This 
is the same Mr. Lyons who wrote a feature 
article in the July 1st issue of Pusiic UTiLI- 
TIES ForTNIGHTLY on the subject of state 
Socialism. “They All Hated the Boss!” was 
its title. The book on Mr. Hoover is friend- 
ly. It cuts through anti-Hoover myths and 
emphasizes the personal rather than the 
political aspects of Hoover’s career. The au- 
thor makes generous use of facts and anec- 
dotes, many of which have not been published 
previously. The chapters on his administra- 
tion are aimed at exploding the legend that 
he “did nothing” to meet the challenge of 
the economic debacle which started in 1929. 
These chapters trace the President’s strug- 
gle with the forces of destruction. The story 
reveals “the warm, whimsical, and tender 
Hoover known to his intimates, the very hu- 
man and deeply humane Quaker behind the 
solemn facade.” It helps explain why 
“Hoover has a multitude of enemies but no 
ex-friends.” 

At present the author is a roving editor 
of the Reader's Digest. A 15-page condensa- 
tion of the Hoover book was published in 
the Digest, arousing national interest and 
discussion. Mr. Lyons also was editor of 
The American Mercury for five years, and 
before that was an eminent foreign corre- 
spondent. He has written “Assignment in 
Utopia,” “The Red Decade,” “The Life and 
Death of Sacco and Vanzetti,” and other 
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well-known books. Our UNKNOWN EX- 
PresipeENnt. 1948. Doubleday & Company, 
Inc., Garden City, New York. Price, $2.95. 


Booms and Busts. Is it feasible to prevent 
both inflation and deflation? This is one of 
hundreds of related questions discussed by 
Dr. Willford I, King, emeritus professor 
of economics at New York University in 
a new 242-page book entitled “The Keys 
to Prospérity.” It is a book worthy of a 
place on any executive’s bookshelf because 
it answers clearly many of the very confus- 
ing questions of the day. 

Dr. King is a nationally known economist 
and author and past president of the Ameri- 
can Statistical Association. His writings on 
national income and purchasing power for 
the National Bureau of Economic Research 
are standard reference texts throughout the 
country. 

The philosophy of the book is well de- 
scribed by the author in his statement that 
the work is “dedicated to those Liberals who 
wish to conserve the old until something 
better is discovered, and to those Conserva- 
tives who are ready to adopt the new as soon 
as its superiority is established.” 

Tue Keys To Prosperity by Willford I. 
King, New York, 1948. Published by Con- 
stitution and Free Enterprise Foundation. 
Distributed by Committee for Constitutional 
Government, Inc., 205 East 42nd street, New 
York 17, New York, Price #. 


250 





The March of 
Events 


In General 


Basin Program Criticized 

HE Public Affairs Institute of 

Washington, D. C., a somewhat 
new and apparently somewhat leftish 
pressure group which has set up shop in 
the shadow of the Capitol, released a 
sharply critical 60-page study of the 
flood-control and irrigation program of 
the Missouri river basin. It was spon- 
sored by a panel of engineers, hydrolo- 
gists, and economists, mostly whom, how- 
ever, have been associated with public 
power and public ownership movements 
such as Morris L. Cooke, Walter C. 
Lowdermilk, J. Russell Smith, and 
David Cushman Coyle. 

The report, “The Big Missouri—Hope 
of Our West,” lists 15 unfinished tasks 
involved in the Missouri basin develop- 
ment which have been neglected, mis- 
managed, or dangerously postponed by 
the agencies charged with the develop- 
ment program. It finds that electric pow- 
er may cost 20 mills per kilowatt hour in- 
stead of 4 mills in the TVA area or 2 
mills in the Pacific Northwest, thereby 
becoming prohibitively costly for indus- 
trial expansion in the basin. It finds that 
present engineering plans may well result 
in water in the semihumid areas costing 
the farmers much more than they can 
afford to pay, and that the whole land 
program in the Dakotas may fail. It finds 
that the problem of the division of water 
between irrigation and navigation needs 
further study, for there does not appear 
to be enough water over recurring long 
dry cycles to meet the needs of both. 


Backs Alaskan Power Plan 


aw arson of Interior J. A. Krug 
said recently he would ask Congress 
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to authorize Alaskan water-power proj- 
ects “at an early date.” Krug said in- 
vestigations are beginning now in the 
territory for development of her rich 
water-power resources. 

“One of the most pressing” needs is a 
power development at Eklutna lake, he 
said, to meet the requirements of Anchor- 
age, the electric codperatives in Mata- 
nuska valley, the Alaskan railway, and 
Indian service installations. 

Other studies will include possible 
power sites at Sitka, Juneati, and Ketchi- 
kan where power is needed to develop a 
pulp industry to ease the United States’ 
newsprint shortage. 

“It is proposed to present the first 
specific recommendations for the con- 
sideration of Congress at an early date,” 
Krug said. “A shortage of electric pow- 
er now exists in most communities, and 
industrial expansion and settlement will 
be retarded until these shortages are 
eliminated and provision is made for in- 
creasing demands.” 

Krug said the territory has a large 
number of potential water-power sites 
located within transmission distance of 
power-short communities. 


NSRB Urges Plant Dispersion 


HE National Security Resources 

Board released a pamphlet for busi- 
nessmen in which it advised industry to 
scatter its manufacturing plants and 
escape the paralyzing effects of a possible 
atomic war. The booklet advises that 
factory dispersion is “the most practical 
solution” of the problem posed by de- 
structive atomic weapons. Highly pub- 
licized underground plants, the booklet 
said, were not practical on a large scale 
because of high construction costs. 
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Fred E. Henderson, assistant to 
NSRB Chairman Arthur M. Hill, said 
that a “common sense” method of dis- 
persion doesn’t contemplate relocation 
which is not “economically feasible,” like 
breaking up big established cities or shift- 
ing industries from one part of the coun- 
try to another. He also related that the 
NSRB plans to conduct a branch-to- 
branch survey of industry to expose 
especially vulnerable spots. 


ABA’s $1,000 Essay Contest 
ECENT announcement was made of 
the $1,000 cash prize essay contest, 
open only to members of the American 


Bar Association in good standing, spon- 
sored by the ABA’s Section of Admin- 
istrative Law. The contestant will write 
about 4,000 words, including quoted mat- 
ter and citations in the text, on state ad- 
ministrative law of the state in which he 
has been admitted to practice and prac- 
tices law. Footnotes or notes following 
the essay shall not be included in the 
computation of words. Final date for 
submission of the essays extends from 
November Ist to December 31st of this 
year. Inquiries concerning the contest 
should be addressed to the chairman of 
the contest committee, Omar C. Spencer, 
Yeon building, Portland 4, Oregon. 


Alabama 


Interim Fare Boost Granted 


cee pen ELectric COMPANY 
recently received court permission 
to put into effect a temporary fare in- 
crease on its transit lines. Effective 
July 25th, the fare was increased to 10 
cents under order issued by Judge Car- 
ter of the circuit court of Montgomery 
county, Alabama. 

The increase is to be in effect pending 
appeal to the state supreme court, ex- 
pected to be taken by the state public 
service commission, which last denied the 
company permission to put a fare in- 
crease in effect. 


As a result of the state commission’s 
negative action in the fare increase mat- 
ter, the company’s directors in mid-June 
took no action on the common dividend 
payable June 30th. 


Gas Firms Seek Merger 


AX application for the merger of Ala- 
bama Gas Company and Birming- 
ham Gas Company was filed with the 
Alabama Public Service Commission. 
The companies plan to incorporate under 
the name of Alabama Gas Corporation. 
The new corporation would serve, at 
prevailing rates, all municipalities. 


Arizona 


Co-op Is Ruled Public Service 


upce W. E. Patterson of Yavapai 
J County Superior Court last month 
ruled the Verde Electric Codéperative, 
Inc., is a public service corporation and 
therefore subject to Arizona regulatory 
laws. The court also ruled the franchise 
granted Verde Electric by the board of 
supervisors to occupy county highways 
with its power lines is invalid and ordered 
the codperative be restrained from con- 
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structing transmission lines in the areas 
described in the injunction suit brought 
by the Arizona Power Company. 

“In many instances,” the decision 
pointed out, “the lines of the defendant 
co-op parallel those of the plaintiff as well 
as crossing the plaintiff’s lines. There 
can be no question but what the activities 
of the defendant co-op have in many in- 
stances invaded the field being served by 
the plaintiff.” 
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Judge Patterson held the Verde or- 
ganization is not in a position to receive 
a franchise from the county, citing the 
state Constitution, the law requiring pub- 
lic service corporations to obtain certifi- 


cates of convenience and necessity, and a 
1947 statute adopted by the state legisla- 
ture under which the Verde Electric Co- 
Operative, Inc., “has not seen fit to 
qualify” as an electric codperative. 


California 


Utility Plans Pipe Line 
> Pacific Gas and Electric Com- 

pany has applied to the Federal 
Power Commission and the California 
Public Utilities Commission for permis- 
sion to build a 1,600-mile pipe line to 
bring natural gas to northern California 
from Texas and New Mexico. The proj- 
ect will cost about $145,000,000, Under 
this arrangement, the company would 
receive 150,000,000 cubic feet of gas 
daily through the line in 1951. The 
amount would be increased to about 400,- 
000,000 cubic feet daily by 1955. 

The cost of constructing the pipe line 
would be divided between Pacific Gas and 
the El Paso Natural Gas Company, with 
El Paso spending about $100,000,000. 
The Pacific Gas hopes to have the line in 


operation by January 1, 1951, and will 
begin construction as soon as the neces- 
sary permits are received. 


Warren’s Description of Ideal 
Public Official 


OVERNOR Warren used eleven ad- 
jectives to describe the ideal public 
administrative official. Warren believes 
a public official should be “conscientious, 
studious, industrious, courteous, patient, 
punctual, just, impartial, fearless of pub- 
lic clamor, unaffected by public praise or 
condemnation, and indifferent to private, 
political, or partisan influences.” The 
governor’s concept of a model admin- 
istrator is outlined in a code of ethics 
was distributed to all state agencies. 


t 
Florida 


City Rejects Company Offer 


HE Tallahassee city commission on 
July 15th rejected a Florida Power 
Corporation offer to build an electric 
plant in that city, and proceeded with 
plans to erect a municipally owned unit. 
The city for many years has bought 
electric current wholesale from the pow- 
er company and retailed it to consumers. 
The company and city failed to reach 


agreement recently, however, on rates 
under a contract which must be renewed 
by 1952. 

The city claims there is a voltage loss 
of about 20 per cent in bringing the pow- 
er from the company plant several hun- 
dred miles away, and the corporation 
claims it must have higher rates if it ex- 
pands the service. 

The city has made preliminary plans to 
erect its own $5,000,000 plant. 


Illinois 


Users Asked to Study Needs 


A the initial step in a program to avoid 
serious power curtailment next 
winter, the Commonwealth Edison util- 
ity group last month asked 7,000 large 
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industrial and commercial customers to 
determine their minimum power require- 
ments in the event of a temporary short- 
age of electricity. 

Several times in the last two years the 
demand for power in the territory served 
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by the group has approximately equaled 
the system’s production capacity. The 
resultant shortage of reserve power in 
periods of peak electricity use is expected 
to continue at least until next spring, 
when the next new generating unit is 
scheduled for completion. 

“Everything possible is being done to 
prevent a power emergency,” a Common- 


wealth Edison spokesman said. “How- 
ever, the facilities which have operated 
almost continuously throughout the war 
and postwar period may break down. In 
that event, it might be necessary to 
temporarily curtail power to larger users 
during peak hours to protect electricity 
supply to the general public and essen- 
tial community services.” 


Maine 


Rate Increase Denied 


' order issued by the Maine Public 
Utilities Commission refusing to 
New England Telephone & Tele- 
Company to charge higher Maine 

ates, the commission was advised 

‘company that they could not accept 

protest.” The company 

*h its Maine manager claimed that 

eut earnings are inadequate and 
confiscatory. Also, the earnings 

are only about 3 per cent on net invest- 
ment in Maine and there is nothing in 

the foreseeable future that would im- 

prove this level of earnings. The com- 


rnoul 


pany said that without the higher rates 
it could not continue good service. 


Increase in Rates 


FFECTIVE August Ist, the Central 

Maine Power Company was au- 
thorized by the Maine Public Utilities 
Commission to increase residential and 
commercial rates. The new rate schedule 
will increase company income $1,140,- 
000. The new rates will affect all custom- 
ers except large industrial users whose 
rates will be increased soon. This is the 
first general rate boost for the company 
in over thirty years. 


Massachusetts 


Hearing on Space Heating 


HE Massachusetts Department of 
Public Utilities learned from gas 
company Officials, in a hearing called to 
determine whether space-heating custom- 
ers should be limited to hardship cases, 
that no good would be served by placing a 


limit on the amount of gas they may sell 
customers for space heating. The gas 
company officials said such a limitation 
might deny service to-customers who 
might otherwise be furnished gas. Some 
companies, they pointed out, are in a bet- 
ter position than others to supply heat- 
ers. 


Michigan 


Commissioner Speaks on Rates 


TUART B, Wuite, chairman of the 
Michigan Public Service Commis- 
sion, told members of the Lansing Lions 
Club at a meeting last month that the 
majority of public utilities petitioning in- 
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creased rates are doing so only to keep 
from going broke. Chairman White went 
on to say that “these firms are expand- 
ing, not because they want to expand, 
but because they have a mandate to meet 
public demand.” 
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Missouri 


Heat Rate Boost Sought 


TS Union Electric Company of Mis- 
souri is expected to file with the 
public service commission an applica- 


tion requesting an increase in rates 
charged for steam-heating service in the 
downtown business district of St. Louis 
by about 30 to 33 per cent. The present 
rates have been in effect since 1928. 


Nebraska 


Power Curtailment Plan 


F a power shortage should occur in 
Nebraska, the agencies supplying 
power are ready at a moment’s notice to 
put into effect a power curtailment pro- 
gram. Should last year’s power history 
repeat itself the summer peak of the pow- 
er consumption load will be reached this 
month. R. D. McWha, operating man- 
ager of the western division of the 
Nebraska Public Power System said “we 
do not believe rationing will be neces- 


sary this summer, unless we lose major 
equipment or a long, hot dry spell de- 
pletes our water supply.” 

Harold Kramer, chairman of the pow- 
er system’s board of managers announced 
that “in anticipation of a shortage the 
various electrical agencies, the hydros, 
Consumers Public Power District, and 
various rural electrification districts have 
prepared a thorough program of curtail- 
ment which can be put into effect at a 
moment’s notice.” 


New Hampshire 


Rate Increases Suspended 


Sb state public service commission 
recently suspended for six months 
the effective date of the rate increases 
sought by the Central Vermont Public 
Service Corporation. The Vermont util- 
ity had petitioned the commission for 
authority to raise electric rates in those 
sections of New Hampshire which are 
furnished power by the out-of-state firm. 

It was understood that the commis- 
sion order was based on a report which 


came out during a public hearing at Con- 
cord early last month that the Vermont 
firm plans to sell out its Granite state in- 
terests to a New Hampshire company 
within the next six months. The New 
Hampshire company allegedly involved 
in the sale was not named. 

The Central Vermont Corporation is 
seeking to boost its annual gross revenue 
by $317,000, of which $40,000 in gross 
revenue would come from the New 
Hampshire operation, and represents a 
5.62 per cent increase in gross revenue. 


New Mexico 


Rejects Municipal Utility 
Proposal 
V= of Santa Fe last month re- 


jected, by a vote of 3 to 1, a proposal 
to put the community in the power busi- 
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ness. The vote was 4,097 against a pro- 
posal for municipal ownership of electric 
utility facilities, and 1,394 in favor. 

The community is part of the service 
area supplied by Public Service Com- 
pany of New Mexico. 
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New York 


Utility Defeats Commission 


O NE of the outstanding cases in which 
utility companies have challenged 
the accounting concepts of the state pub- 
lic service commission, which have been 
regarded in many quarters as an impedi- 
ment to public financing, was decided on 
July 16th in favor of industry by the New 
York Court of Appeals. 

With Judge Albert Conway abstain- 
ing, the six other judges of the court 
concurred in dismissing the commis- 
sion’s appeal from a lower court decision 
involving a proposed multimillion-dollar 


stock and bond plan of Rochester Gas & 
Electric Corporation. 

Asa condition of its approval, the com- 
mission directed the utility company to 
revise its depreciation and plant reserves. 
The company appealed to the appellate 
division, and the latter ordered the case 
back to the commission for “further con- 
sideration.” 

In a memorandum the court authorized 
the commission to return to the appellate 
division, the state’s highest tribunal, “for 
a resettlement of that court’s order to 
specify the nature of the further con- 
sideration to be accorded.” 


Virginia 


Utility Tax Defended 


a of the 5 per cent utility tax 
now in effect in Richmond was in- 
cluded among recommendations made 
last month to the Richmond city council 
by the Richmond Tax Study Commis- 
sion. 

The study group defended the utility 
tax, adopted December 31, 1946, as a 
highly productive tax on a broad base 
which is easily administered at prac- 
tically no cost to the city. 

“Tt is the opinion of the commission,” 


the report declared, “that the 5 per cent 
tax on public utility services is equitable. 
... It is the further opinion of the com- 
mission that the deletion of this tax from 
the city’s revenue would only lead to sub- 
stitute taxes which might well not have so 
broad a base nor the ease of collection.” 

The Richmond utility levy brought in 
$879,065 during the first sixteen months 
of its operation, and is estimated to yield 
$712,000 for the current budget year. 
Its proponents point out that it reaches 
every family and every industrial and 
commercial firm in the city. 


e 
Washington 


Puget Sound Sells Properties 
To PUD 


HE sale of Puget Sound Power & 

Light Company’s properties in Che- 
lan, Douglas, and Grant counties (exclu- 
sive of the company’s Rock Island 
plant) to the Chelan Public Utility Dis- 
trict for $8,131,000 was announced by 
the company. Frank McLaughlin, presi- 
dent of Puget Sound, emphasized the 
need of the company to raise money 
against debt and cut down construction 
costs in fringe territory. He said that the 


AUG. 12, 1948 


sale does not indicate any plan to sell 
other but fringe properties piecemeal. 

The company president also indicated 
that Puget Sound is prepared to negoti- 
ate disposal of its competitive property 
in Seattle to that city and that Seattle has 
asked and was being granted reservation 
of Puget Sound’s Rock Island power 
generation plant on the Columbia river. 
The city may take this plant in view of 
the fact that it has not had any assurance 
from Bonneville Administration of ade- 
quate future power supply for the Seattle 
competitive area. 
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Depreciated Book Cost Not Only Measure 
Of Rate Base 


_ against a proposed tran- 
sit company rate increase was dis- 
missed by the Pennsylvania commission. 
The new rates would produce a return of 
about 4.9 per cent on the one measure of 
value submitted by the party objecting 
to the rate increase, and only about 4.1 
per cent on the lowest measure of value 
submitted by the transit company. 
Neither return was deemed to be exces- 
sive. The commission believed that the 


rate increase was justified because of ris- 
ing material costs and recent wage in- 
creases. 

The city of Philadelphia, the party ob- 
jecting to the rate increase, submitted 


only one measure of value; namely, de- 
preciated book cost. In submitting this 
figure it made adjustments in accord with 
the allowances for cash working capital, 
materials, supplies, and paving which had 
been allowed by the superior court in a 
previous rate case. 

The commission held that the city fol- 
lowed an erroneous understanding of the 
opinion of the superior court. It believed 
that certain elements of value, deemed 
essential for consideration under the de- 
cisions of the appellate courts of Penn- 
sylvania, had been ignored. The commis- 
sion said: 

To determine this case on the city’s figures 
would require us to violate the express pro- 
visions of the Public Utility Law. We would 
have to ignore entirely the other elements of 
fair value which the law requires us to take 
into consideration in determining whether or 
not respondent’s rates are excessive. Such 
conclusions as asked for by the city would 
be without foundation in fact and in law and 
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contrary to every principle of regulation of 
rates followed by the public service commis- 
sion and this commission for the past thirty- 
five years. To follow the contentions of the 
city would amount to nothing more than 
flaunting the opinion and decision of the 
superior court in the PTC case reported at 
155 Pa Superior Ct 9. The city has offered 
nothing to support its contentions that the 
fares of respondent are unjust, unreasonable, 
or unjustly discriminatory. 


The commission rejected the city’s 
argument that the transit company should 
have given sixty days’ notice of its inten- 
tion to change its rate. It stated that, by 
regulation, it had fixed a period of thirty 
days’ notice and believed this to be entire- 
ly within the scope of its statutory pow- 
ers. 

The contention had also been for- 
warded that the Public Utility Law made 
it mandatory on the commission to sus- 
pend proposed rates upon the filing of a 
formal complaint. This contention was 
overruled; the commission held that its 
power of suspension was a discretionary 
one to be exercised only if, in its opinion, 
suspension was required. 

The transit company operates a com- 
prehensive public transportation system 
within the city of Philadelphia and its 
environs. It uses busses, trackless trol- 
leys, surface rail lines, and subway and 
elevated lines. In making journeys, ac- 
cording to the desires of individuals, one 
vehicle of one type or another is used, or 
two, or even three vehicles could be used. 
The commission observed that in an area 
of the size served by the company, it is 
necessary that transfer from one vehicle 
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to another be permitted in order to com- 
plete a journey between two given points. 
The city alleged that the rates were un- 
lawfully discriminatory between the com- 
pany’s passengers. The commission dis- 
agreed, saying: 

The first obligation of respondent is to 


provide the service and so long as the fares 
on the entire system compensate respondent 
for the system’s cost of operation, including 
a returm which is not excessive, it is not 
necessary that each individual part be sim- 
ilarly so operated. 


Philadelphia v. Philadelphia Transp, Co. 
(Complaint Docket No. 14336). 


7 


Financial Needs of Library Owning Utility 
Stock No Basis for Rate Increase 


HE Massachusetts Department of 

Public Utilities disallowed a rate in- 
crease filed by the Fairhaven Water 
Company where the record indicated that 
the company had been earning an ade- 
quate return under its old rates. 

The company’s returns on file with the 
department showed that between the 
years 1941 and 1947 the company real- 
ized a 5.55 per cent average return on 
plant less depreciation and a 6.37 per 
cent average return on its common stock 
outstanding, The company submitted no 
prepared exhibit in support of its need 
for additional revenue, 

The circumstances surrounding the 
establishment and operation of the water 
company are unique. The company was 
incorporated by a special act of the leg- 
islature in 1888. A library was given all 
the stock. That, together with an income 
from a trust fund deposited with the 
state, constituted almost entirely the 
library’s source of income. 

Under the provisions of the trust deed 
the library was to be administered by 
a self-perpetuating board of trustees and 
was never to be the occasion of expense 
to the town of Fairhaven. The town has 
never made an appropriation for main- 
tenance or upkeep of the library. 


e 


Court Restrains Slanderous Remarks about Carrier 
But Leaves Rates to Commission 


MOTOR carrier which found itself in 
such cutthroat competition with 

rival carriers that all services were being 
operated at a loss, took the matter to the 


The department felt that the water 
company’s need for relief through in- 
creased rates was occasioned more by the 
requirements of the library than by any 
financial distress of its own, It said: 


The department in considering this case 
must be guided by the provisions of the 
statute as set forth in §§ 2 and 94 of Chap 
164 of the General Laws. It is our opinion 
that we are obligated to direct our attention 
solely to the question of a fair return to the 
water company and must ignore any rela- 
tienship between the finances of the water 
company and the Millicent Library. It ap- 
pears that the financial condition of the 
library is a matter beyond the scope of our 
authority and the remedy for this situation 
is not in our power to consider in a proceed- 
ing of this nature. 


The company was advised to study 
and review the type of rate applicable to 
its customers, The department believed 
it would be more practical to serve cus- 
tomers under a “step rate” type of sched- 
ule rather than under the more obsolete 
type of “block” rates. It suggested that 
the study should be conducted with the 
thought in mind of a rate revision de- 
signed to permit the company no increase 
in revenue but merely to improve the 
form of schedule, Re Fairhaven Water 
Co. (DPU 8047). 


North Carolina courts, The superior 
court temporarily restrained the rivals 
from making defamatory remarks about 
the carrier and its financial stability, pro- 
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hibited them from running busses over 
the complaining carrier’s routes and car- 


rying passengers over such routes at re- 


duced rates or free of charge. 


The North Carolina Supreme Court 
ruled that although the complaining car- 
rier had a remedy at law for the slander- 
ous remarks of its competitors, some im- 
mediate relief was necessary to protect 
its business and property from the effect 
of a systematic circulation of false state- 
ments, Therefore, the court ruled, the 
temporary restraining order was proper. 

In so far as the restraining order af- 
fected the rate cutting and service com- 
petition by rival carriers (such as run- 
ning busses just ahead of the carrier’s 
authorized scheduled bus), the court felt 
that the lower court had overlooked the 
state commission’s authority over such 


PROGRESS OF REGULATION 


matters. The court ruled as follows: 





However, in view of the comprehensive 
nature of the statutes creating and empower- 
ing the utilities commission, particularly in 
respect to the schedules and operation of 
motor busses on the highways and the fares 
charged for transportation of passengers, it 
would seem the plaintiff has ample remedy 
for its protection in those respects by com- 
plaint to the agency which the state has 
created for that purpose. 

It would seem therefore that the matters 
complained of relating to operating sched- 
ules and fares charged by the defendant for 
transportation on its busses are peculiarly 
within the power of the utilities commission 
to remedy, upon complaint made, and are not 
properly subjects which would call for the 
interposition of a court of equity, or invoke 
its equitable jurisdiction. 


Burke Transit Co. v. Queen City Coach 
Co. et al. 47 SE2d 297, 


z 
Water Rate Increase Includes Adjustment 
For Fire Protection 


4 e-. Wisconsin commission author- 
ized a water company to increase its 
rates to yield a return of 5} per cent. 
The company had been earning a return 
of 2.6 per cent. 

The company suggested that a rate 
schedule, effective in 1942 when rates 
were reduced, be restored, A cost study 
indicated, however, that such action 
would be inequitable. 

Under those rates water used quarterly 
in excess of 10,000 cubic feet carried the 
same rates then as now, and graduated 
minimum charges for meters larger than 
#-inch had not been reduced. Under the 
new rates a customer with an indicated 
large demand and low consumption 
would experience a substantial increase, 
while a few customers with large con- 
sumptions of water might get a small 
reduction. 

The commission ordered a rate revi- 
sion for customers with connections for 


private fire protection service. The new 
rates fixed for this service will make the 
governing factor the size of the service 
pipe connection or the demand the cus- 
tomer can make with his particular con- 
nection. The commission said: 


The cost of the amount of water actually 
used by a private fire protection connection is 
usually insignificant compared to the cost to 
the utility of maintaining its facilities up to 
the point of connection, Private fire protec- 
tion service, however, should not carry as 
much of the capacity and demand costs as the 
general user with the same size connection, 
because the latter is metered. The schedule 
of flat-rate charges herein ordered for pri- 
vate fire protection service connections will 
reduce bills for a few users if piping is re- 
arranged so that one point of service is ob- 
tained. Although the new rate schedule will 
increase charges to other such users, the 
schedule will eliminate discriminations now 
existing among several such customers with 
connections of the same size. 


Re City of Stevens Point (2-U-2669). 


7 


Rates for Automatic Sprinkler Service Justified 


WATER company may charge for 
stand-by service for private fire 


259 


protection, according to the Louisiana 
commission. Private companies owning 
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buildings equipped with automatic sprin- 
kler systems for private fire protection 
had claimed that the water company 
could not charge for this service, 

The commission pointed out that a 
water utility must furnish service not 
only for ordinary daily purposes but also 
for fire protection. Therefore, it said, 
the company must be prepared to meet, 
without notice and at unforeseeable times 
and places, a demand for water far in 
excess of any demand that could be made 
upon it for normal purposes. The com- 
pany was compared to a bridge—it must 
be so constructed that it can bear not only 
the average load, but the maximum load 
that could be placed upon it. 

It was contended that the water com- 
pany was obliged by contract with the 
city to maintain volume and pressure 
necessary for fire fighting and to provide 
such stand-by service for the public fire 
hydrants. The connection of these pri- 
vate sprinkler systems to the mains was 
alleged to impose no additional burden 
upon the company. This contention was 
rejected. 

A utility company is morally and legal- 
ly entitled to earn a fair return upon its 
investment, the commission said, In the 
case of a water utility, it pointed out, if 
a substantial portion of its investment 
was made in response to the demand for 
fire protection service, the beneficiaries 
must provide a return upon the invest- 
ment devoted to that use, If these bene- 
ficiaries did not carry their share of the 
burden, the commission said, it would 


@ 


Service Difficulties No Ground for Service Denial 


HE Pennsylvania commission sus- 

tained the complaint of a resident of 
an area served by a water utility against 
the utility’s refusal to serve, The utility 
contended that the service which it could 
make available in the area was hardly 
adequate, The commission ruled that 
however adequate or inadequate the serv- 
ice might be, the customer had a right to 
it. The commission approved the sugges- 
tion of the company that an arrangement 
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fall upon those customers who use water 
for ordinary daily purposes, and an un- 
just discrimination would result. 

It was observed that utility commis- 
sions everywhere attempt to apportion 
the load justly between the two classes of 
users of water service, and that they do 
so in pursuance of the duty universally 
placed upon them to prevent discrimina- 
tion. 

In reply to the contention that the 
sprinkler systems consume no water, and 
would not consume any except in the 
event of fire, and that, therefore, these 
charges should be abolished, the com- 
mission said: 

This contention is apparently based upon a 
fundamental misconception of the function 
of a water utility. Such a utility does not sell 
merely water, but water service, which is a 
materially different commodity. Actually, 
it sells to its customers the assurance that 
when their faucets are turned on, or their 
valves opened at any hour of the day or 
night, water will flow in the desired volume 
and under the proper pressures. The prac- 
tice of basing the charges for ordinary serv- 
ice upon the volume of water used is merely 
a convenient yardstick by which to apportion 
justly, among the customers, the burden of 
applying the service; and the charges bear 
little, if any, relationship to the intrinsic 
value of the water used. 

Consequently, the fact that no water is 
normally consumed by these sprinkler sys- 
tems has little bearing upon the issues before 
us because the value of the water, as such, 
is a very minor item in the respondent’s total 
operating costs. 

Consolidated Companies, Inc. et al. v. 
Baton Rouge Water Works Co. (Order 
No. 4759, Order No. 4869). 


be made whereby customers pay the cost 
of extending facilities so that adequate 
service might be rendered, with each 
subscriber receiving $100 refund for 
every additional connection on his ex- 
tended line. The commission pointed out 
that this agreement would be entirely 
voluntary and would not become opera- 
tive until] the customers approved. Walk- 
er et al.v. Municipal Authority of Lewis- 
town (Complaint Docket No, 14172). 
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Civil Aeronautics Board Dismisses Complaint against 
Certificate Award for Lack of New Evidence 


T= complaint of several air carriers 
with respect to the Latin American 
certificate of a rival carrier was dis- 
missed by the Civil Aeronautics Board. 


The board pointed out that the certi- 
ficate had been issued at the conclusion 
of extended proceedings in which all in- 
terested persons, including the complain- 
ing carriers, had fullest opportunity to 
be heard. It said that proceedings to 
suspend or modify the certificate should 
be undertaken only where the clearest 
reasons necessitate a reconsideration, 

The board, after examining the com- 
plaints, ruled that there was no showing 
of changes in facts or circumstances nor 
such new evidence as would warrant re- 
examination of the issues affecting the 


e 


certificate award. The contention that 
the certificate should be modified because 
of the carrier’s failure to exercise all the 
rights conferred by its certificate was 
disposed of with this statement: 


It cannot be expected that the necessary 
rights for the inauguration of service to 
an entire continent over many thousands of 
miles of route and touching eight foreign 
countries can be obtained immediately. Prog- 
ress has been made in this direction and 
the carrier can begin operation almost im- 
mediately over a substantial portion of its 
route. The long-term objectives of the route 
should not, in our opinion, be sacrificed be- 
cause of temporary inability to operate the 
service in its entirety. 


Pan American-Grace Airways, Inc. et 
al. v. Braniff Airways, Inc. (Docket No. 
3152). 


Water-softening Service Must Bear Share of Utility Costs 


A’ application by a water utility for 
such rate increase as the commis- 
sion found reasonable resulted in the ap- 
proval of a new schedule by the Wis- 
consin commission. 

The commission found that the com- 
pany for some years had been operating 
a water-softener service at rates consid- 
erably lower than those charged by pri- 
vate companies. The commission ruled 
that since all of the customers were not 
also users of the water-softener service, 
general service customers should not 


subsidize the water-softening program. 
The commission ordered the company to 
charge the soft-water service with all 
costs incurred in rendering it and or- 
dered a substantial increase in the rates 
for this type of service. 

Commissioner Bryan dissented on the 
ground that the company’s water-soften- 
ing service is not a public utility service 
but a private merchandising service 
which is not within the jurisdiction of 
the commission. Re New Holstein (2-U- 
2451). 


e 


Payment to Terminal Company for Handling 
Called a Rebate 


HE United States Circuit Court of 
Appeals affirmed a decision of the 
district court for northern Illinois for- 
bidding payments by motor carriers to 
a terminal company for handling freight. 
The terminal company operates a large 
building in Chicago housing many ship- 
pers. Employees of the terminal company 
take shipments from tenants, sort them 
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out for the respective truckers, store the 
shipments until picked up, and arrange 
with the trucking companies to make the 
pickup, In return for this service the car- 
riers pay the terminal company 4 cents 
per hundred weight under a written con- 
tract between them to that effect. 

The lower court agreed with the Inter- 
state Commerce Commission that the 
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payment was illegal as a rebate to the 
shipper not covered by filed tariffs. 
The circuit court did not find that the 
payment was a rebate to the shipper but 
pointed out that the rebate which was 
prohibited by the Interstate Commerce 
Act need not be one paid to the shipper. 
The court referred to an earlier decision 
in a similar case which found that such 
a rebate “benefits both the warehouse 
company and its patrons and may fairly 
be said to constitute a device by which 
the carrier indirectly receives less com- 
pensation for services than it demands 
and receives from other persons in ac- 
cordance with its filed tariff.” 


HE Georgia Supreme Court dis- 

missed the petition of a veterans’ 
taxicab company to enjoin the enforce- 
ment of provisions of a city ordinance 
relating to taxicab stands on the ground 
that no cause of action for equitable re- 
lief had been shown, 

The ordinance required cab companies 
to obtain a permit from city authorities 
and granted certain city officials author- 
ity to establish cab stands and award to 
a cab company exclusive operating rights 
at no more than four stands, 

The veterans had been awarded four 
stands but commenced invading stands of 
other companies upon discovering that 
business at their own stands was un- 
profitable. Arrests followed. 
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In a dissenting opinion Circuit Judge 
Major considered the agency relation- 
ship the key to the case, Unless the rebate 
went to the shipper, he felt, no illegality 
resulted. 

Judge Major pointed out that if the 
services were rendered for the carriers, 
they were part of their transportation 
duties and permissible under the tariffs 
on file. He dissented on the ground that it 
was not established that the services ren- 
dered were on behalf of the shipper and 
that the rebate was not one prohibited by 
the Interstate Commerce Act. [nterstate 
Commerce Commission v. North Pier 
Terminal Co. 164 F2d 640. 


2 


Veterans Taxicab-stand Discrimination Suit Dismissed 


During the pendency of the criminal 
cases, the veterans took the offensive 
and attacked the ordinance in the supe- 
rior court. When the superior court held 
the ordinance valid, an appeal was taken. 

The supreme court pointed out that the 
city’s authority over its streets permitted 
it to prescribe conditions for taxicab op- 
erations with which cab companies had to 
comply, whether reasonable or unreason- 
able. 

To the veterans’ cry of discrimination 
in the distribution of stands, the court 
ruled that the award of exclusive cab 
stands was in the nature of a favor and 
that in the grant of favors no discrimina- 
tion is possible. Atlanta Veterans 
Transp., Inc. v. Jenkins, 47 SE2d 324. 


Transportation of Passengers from Airport to Terminal 
Subject to Commission Regulation 


HE appellate division of the New 
York Supreme Court ruled that a 
company transporting air-line passengers 
by motor carrier between the airport and 
the air-line terminal building is an “omni- 
bus corporation” and “public carrier” 
subject to commission regulation. 
The company had been operating for 
years without a certificate from the com- 
mission. The court holds that this lapse 


of time matures no prescriptive right to 
exemption from regulation, particularly 
where the statute conferring jurisdiction 
on the commission is not ambiguous. 
Concerning the question whether the 
Civil Aeronautics Board, rather than the 
state commission, has jurisdiction over 
this type of service, the court said: 


It might have been logical for the Civil 
Aeronautics Board to have been given juris- 
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diction, on the theory that this is a terminal 
service which is an adjunct to the interstate 
carriage of passengers by plane. By analogy, 
the Federal Transportation Law, 49 USCA 
§ 302, exempts from regulation under the 
Federal Motor Carrier Act transportation by 
motor vehicle in conjunction with a common 
carrier by railroad, evidently on the theory 
that such transportation is incidental to that 
which is supplied by the railroad and is 
therefore subject to regulation by the Inter- 
state Commerce Commission which has 
jurisdiction over the railroad. The Civil 
Aeronautics Act, 49 USCA Chap 9, however, 
contains no authorization to the Civil Aero- 
nautics Board to regulate analogous terminal 
service as an adjunct to its regulation of air 
commerce, nor has any statutory exemption 
been found corresponding to that under the 
Motor Carrier Act where a similar service is 
rendered in connection with interstate rail- 
roads. In the absence of regulatory jurisdic- 


tion in the Civil Aeronautics Board, at least, 
respondent is subject to the jurisdiction of 
the state public service commission as an 
omnibus corporation. 


The service is between fixed terminals 
according to regular schedule in so far as 
vagaries of the weather permit in the 
operation of air lines. The company 
serves the public in that the public is 
admitted, without discrimination, to the 
extent that it has the fare and the incli- 
nation to travel by airplane. The court 
held that the limitation that only air-line 
passengers are eligible to use this motor 
carrier service is not controlling, Public 
Service Commission v. Grand Central 
Cadillac Renting Corp. 78 NYS2d 550. 


e 


Forfeiture of Certificate Not Established by Nonuser 


REQUEST by several motor carriers 

that a rival carrier’s certificate be 
declared abandoned for nonuser and an 
application by the rival carrier for an 
extension of his certificate were consoli- 
dated by the Colorado commission into 
one proceeding. 

Dismissing the request for forfeiture 
of the certificate, the commission pointed 
out that mere nonuser by a call-and-de- 
mand certificate holder of all his rights all 
the time should not operate as a forfei- 
ture. The complaining carriers relied toa 
large extent on the rival carrier’s road 
tax reports, The commission ruled: 


. the road tax reports disclose there have 


e 


been long periods of time when defendant 
did little or no business, but defendant has 
filed his reports, kept his insurance on file, 
and has been in the position at all times to 
render service if so called upon to do. We 
cannot construe the evidence before us to 
mean that applicant intended at any time to 
abandon his rights under the certificate. 


The application for an extension of 
the certificate was dismissed because it 
was not shown that existing service in 
the area was inadequate or that the daily 
tonnage was sufficient to justify a com- 
peting operation. Denver-Laramie-Wal- 
den Truck Line, Inc. et al. v. Dodge 
(Case No. 4974, Application No. 9182, 
Decision No. 30776). 


Other Important Rulings 


HE Massachusetts Department of 

Public Utilities refused to permit a 
railroad to discontinue the operations of 
a late train notwithstanding the fact that 
the operation was being conducted at an 
out-of-pocket loss. The department 
pointed out that the railroad operation 
over the route as a whole was profitable 
and that it could not be expected that 
every train operation required by the 
public would be self-supporting. Need- 
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ham v. New York, New Haven & Hart- 
ford Railroad Co. (DPU 7876). 


The Pennsylvania commission per- 
mitted a utility stockholder to intervene 
in a proceeding involving the utility’s 
rates solely for the purpose of question- 
ing the commission’s jurisdiction. The 
commission pointed out that it was dis- 
cretionary with it whether any interven- 
tion be permitted, Since a proceeding 
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against the corporation is not against its 
stockholders the commission held it is not 
required to deal with stockholders in such 
a proceeding Pennsylvania Pub. Utility 
Commission v. Pennsylvania Water & 
Power Co. (Complaint Docket No. 
14028). 


The substitution of one Canadian air- 
port for another in a foreign air carrier’s 
permit was approved by the Civil Aero- 
nautics Board where it appeared that the 
airport formerly used was located some 
distance from the city served by it over 
slow secondary highways some parts of 
which were closed by weather to traffic 
and where the new airport, which was 
just recently made available for civilian 
commercial use, was connected with the 
city by an all-weather highway requiring 
one-half of the travel time required to 


reach the old airport. Re Trans-Canada 
Air Lines (Docket No. 3163). 


The Civil Aeronautics Board granted 
an extension of the temporary foreign 
air carrier permit of a Mexican aviation 
company so that it might use a United 
States airport located on the Mexican 
border until an airport in the same loca- 
tion but in Mexico would be ready for 
use. It was indicated that any interrup- 
tions in service would impose a hardship 
on the citizens of both countries who 
were dependent upon the carrier’s serv- 
ice for transportation and the rapid move- 
ment of express and mail. Moreover, 
extension of the temporary permit would 
be in accord with the friendly relation- 
ship between the two countries, Re Aero- 
naves de Mexico, S. A. (Docket No. 
3273). 
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Colonial Gardens Corporation 


Philadelphia Schushen Water Company 


Complaint Docket No. 14138 
June 7, 1948 


ONSIDERATION of exceptions to decision on complaint against 
» water company for refusal to furnish single point service to 
an apariment development; exceptions dismissed, order nisi 
confirmed, and formal order entered. For earlier decision, see 

(1947) 71 PUR NS 497. 


Reparation, § 41 — Recovery of overcharges — Erroneous rate classification — 


Time of accrual of claim. 


1. The time from which reparation should be awarded for overcharges re- 
sulting from the refusal of a water company to classify an apartment busi- 
ness as a commercial customer is the date when a proper application was 
refused by the company rather than an earlier date when the customer wrote 
to the company without receiving a reply, p. 34. 


Rates, § 313 — Combined billing — Commercial customer — Apartment buildings 


on single plot of ground. 


2. Eleven apartment buildings located on one tract of land constitute a com- 
mercial establishment within the meaning of a water company’s rules relat- 
ing to single point service for commercial customers, since the owner is 
engaged in a business enterprise even though he does not buy or sell mer- 
chandise and, therefore, he is engaged in commercial activity, p. 34. 


(Houck, Commissioner, dissents.) 


By the Commission: By order 
nisi dated September 3, 1947, 71 PUR 
NS 497, we sustained the instant com- 
plaint and ordered respondent, upon 
being compensated by complainant for 
resulting losses or expenses other than 
losses in revenue in making the change, 
to supply single point water service 
to the eleven apartment buildings 
owned and operated by complainant 
as a single customer unit. We further 
ordered that the case would be set 


[3] 


down for further hearing at a time 
to be designated to ascertain what dam- 
ages, if any, the complainant in this 
proceeding had sustained, and to give 
respondent an opportunity to present 
any setoffs it believes itself entitled 
to. The order nisi was served on 
September 12, 1947, and twenty days 
therefrom were allowed for filing ex- 
ceptions thereto if either complainant 
or respondent so desired. Both com- 
plainant and respondent filed excep- 
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tions and briefs within the specified 
time limit. Oral argument on the 
exceptions was held on December 23, 
1947, 

[1] Complainant’s one exception re- 
lates to the period during which repa- 
rations may be awarded and is based 
upon the proposition that September 
22, 1944, is the proper starting date 
for a reparation award, and not April 
17, 1946, as found by us in the order 
nisi. Complainant bases its contention 
on the fact that on September 22, 
1944, it wrote a letter to respondent 
requesting respondent to cancel the 
three separate contracts and to join 
them with the single contract embrac- 
ing eight apartment buildings. Com- 
plainant never received an answer to 
this letter. The evidence is undisput- 
ed, however, that it was not until April 
17, 1946, that respondent refused an 
application for single point water serv- 
ice submitted by complainant. While 
respondent in good conscience should 
have answered complainant’s letter of 
September 22, 1944, its failure to an- 
swer is in nowise tantamount to the 
refusal of an application submitted in 
proper form, for single point water 
service for complainant’s entire eleven 
apartment buildings. The exception 
will be dismissed. 

[2] The exceptions taken by re- 
spondent to our order nisi are directed 
to the determination that eleven apart- 
ment buildings under single ownership 
and on one tract of land constitute a 
commercial establishment within the 
meaning of subdivision (b) of Sub- 
urban’s Tariff Rule 17, and the legal 
conclusion resulting therefrom that 
complainant is entitled to single point 
service for the entire eleven buildings. 

It has been and is respondent’s con- 
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tention that each of the eleven apart- 
ment buildings is a detached building 
comprising apartments under subdivi- 
sion (d) of Suburban’s Rule 17, and 
that each building, under a strict in- 
terpretation of Suburban’s rules, 
should be supplied through a separate 
line and meter, as was done originally. 

Respondent points to the definition 
of “commercial” appearing in our 
Uniform Classification of Accounts 
applicable to water companies and 
which definition does not include 
apartment houses either singly or in 
groups. Respondent contends that we 
are inconsistent in that we define the 
word “commercial” to mean one thing 
in our classification of accounts and 
another thing in construing respond- 
ent’s rules classifying customers who 
are entitled to single point water serv- 
ice. We are unable to agree with this 
contention. In the system of accounts 
the terms or items are precisely defined 
to express their particular or special 
meanings for the purposes of the sys- 
tem of accounts only. Moreover, an 
examination of the accounting classifi- 
cations shows them to be based upon 
the ultimate use of the water, whereas 
respondent’s regulations as to custom- 
ers entitled to single point service are 
based on the nature of the customer’s 
business. 

Respondent in its brief contends 
that “the common and accepted mean- 
ing of ‘commerce’ is the buying, sell- 
ing, or exchanging of commodities or 
merchandise, or what is commonly 
called trade.”” The United States Su- 
preme Court in Jordan v. Tashiro 
(1928) 278 US 123, 127, 128, 73 L 
ed 214, 218, 49 S Ct 47, states as fol- 
lows: 

“While in a narrow and restricted 
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sense the terms ‘commerce’ or ‘com- 
mercial’ and ‘trade’ may be limited to 
the purchase and sale or exchange of 
goods and commodities, they may con- 
note, as well, other occupations and 
other recognized forms of business en- 
terprise which do not necessarily in- 
volve trading in merchandise. Asa- 
kura v. Seattle, supra ([1924] 265 
US 332, 68 L ed 1041, 44 S Ct 515). 
And although commerce includes traf- 
fic in this narrower sense, for more 
than a century it has been judicially 
recognized that in a broad sense it em- 
braces every phase of commercial and 
business activity and intercourse. See 
Gibbons v. Ogden (1824) 9 Wheat 
(22 US) 1, 189, 6 L ed 23, 68.” 

That complainant is engaged in 
business, even respondent admits. 

Respondent relies strongly on John- 
son v. Jones (1914) 244 Pa 386, 388, 
90 Atl 649, 650, as authority that a 
group of apartment houses under 
single ownership is not a business 
place. In that case the court held that 
a covenant in a deed preventing the 
use of land “as a business place, manu- 
factory or drinking saloon, or used for 
any other purpose than a dwelling 
house” would not be breached by the 
erection of a group of buildings each 
containing a number of separate apart- 
ments suitable only for housekeeping 
uses. 

This case as well as others cited by 
respondent, deal with the determina- 
tion of whether a restrictive covenant 
limits the nature of the use of real 
estate for dwelling purposes. In these 


cases it is plainly the nature of the 
occupancy of the land rather than the 
business of the land owner which has 
significance. 

We cannot conceive how complain- 
ant who is the owner of 186 apart- 
ments housed in eleven separate build- 
ings, on a single tract of land, cannot 
be said to be engaged in a business 
enterprise. The tenants pay just one 
rental bill and this includes heat, 
water, light, and electricity. No evi- 
dence of submetering is contained in 
the record. 

We have carefully reviewed the rec- 
ord in the light of the exceptions and 
the oral argument presented by coun- 
sel for complainant and respondent, 
and we find no reason to alter the or- 
der nisi of September 3, 1947, 71 
PUR NS 497; therefore, 

It is ordered: 

1. That the exception filed by com- 
plainant to our order nisi of September 
3, 1947, supra, be and is hereby dis- 
missed. 

2. That the exceptions filed by re- 
spondent to our order nisi of Septem- 
ber 3, 1947, supra, be and are hereby 
dismissed. 

3. That our order nisi of September 
3, 1947, supra, be and is hereby con- 
firmed and made a final order in these 
proceedings and that the case be listed 
for further hearing upon due notice 
to the parties hereto. 

Commissioner Houck voted in the 
negative; Commissioner Morgal be- 
ing absent did not participate in the 
vote on this order. 
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Re Mountain States Telephone & 
Telegraph Company 


Docket No. 3571, Order No. 1961 
March 22, 1948 


BF piavernces of telephone company for authority to increase 
X rates; approved. 


Intercorporate relations, § 14.2 — Contracts between state- and nation-wide com- 
pany. 
1. The Commission will not interfere or take any action in regard to a con- 
tractual relationship between state-wide and nation-wide telephone companies 
in the absence of reasons to question the purpose of the contracts, p. 42. 


Expenses, § 87 — Payments under licensing contract — Telephone company. 
2. Payments based on a percentage of telephone company revenues, under 
a licensing contract with a parent company which furnishes services to its 
subsidiary, are allowable operating expenses where the Commission has no 
reason to question the purpose of the contract, p. 42. 


Expenses, § 85 — Payments to affiliate — Supply contract — Managerial discretion. 
3. A supply contract under which a telephone company makes payments to 
an affiliated manufacturer of telephone equipment and which, in the opinion 
of company management, is to the advantage of the company will not be 
questioned by the Commission, p. 42. 


Valuation, § 77 — Reproduction cost — Piecemeal basis. 
4. A determination of the value of a telephone company by using reproduc- 
tion cost on a piecemeal basis is improper, particularly where the plant, if 
reproduced at the present time, would be replaced as one tna ame and with 
more efficient equipment, p. 43. 


Valuation, § 85 — Accrued depreciation. 
5. A method of evaluating telephone plant which does not take into account 
any depreciation of the property is improper, p. 45. 

Apportionment, § 51 — Value — Depreciation reserve — Interstate telephone com- 

pany. 

6. The ratio of the value of property used by a telephone company in its 
intrastate business to the total book value of its entire plant is a proper 
basis for determining the portion of a depreciation reserve account charged 
as an operating expense which should be deducted from the value of the 
intrastate property in an intrastate rate proceeding, p. 45. 

Valuation, § 28 — Book value less depreciation. 
7. Use of the book value of telephone plant less depreciation is substantially 
correct and usable, in the absence of detailed information, in a considera- 
tion of the effect of a rate increase, p. 45. 
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Rates, § 582 — Telephone tolls. 


8. Telephone toll rates which are found to be reasonable and which would 
give the company additional revenue needed to retain a sound fiscal standard 


should be approved, p. 46. 


Rates, $§ 538 — Telephone — Automatic reclassification of exchange. 
9. A clause in a telephone rate schedule providing for automatic reclassifica- 
tion of telephone exchanges as the number of stations in an exchange ex- 
ceeds the exchange limit was eliminated on the ground that application for 
reclassification should be made as future expansion might require, p. 47. 


Rates, § 534 — Telephone — Limitation on increase — Cost of living consideration. 
10. No increase in rates for telephone service to residences was allowed in 
the face of rising living costs, except as the increase was necessary to 
eliminate inequalities between exchanges, where the company’s increased 
operating costs were adequately compensated for by toll rate and business 


rate increases, p. 48. 


The above-entitled matter came on 
recularly to be heard at Helena, Mon- 
tana, in the House Chambers of the 
‘apitol of said city, at the hour of 

) o'clock a. M., on the 9th day of 


February, 1948, before the Board of 


Commissioners, ex officio 
Service Commission of the 
state of Montana. 


Railréad 


Public 


APPEARANCES: Applicant: J. H. 
Shepherd, Denver, Colorado, appear- 
ing for the Mountain States Telephone 
and Telegraph Company; Elmer L. 
Brock, Denver, Colorado, appearing 
for the Mountain States Telephone 
and Telegraph Company; Edmond G. 
Toomey, Attorney at Law, Helena, 
appearing for the Mountain States 
Telephone and Telegraph Company. 

Protestants: P. J. Gilfeather, At- 
torney at Law, Great Falls, appearing 
for the Park County Trades and La- 
bor Council, Livingston, the Cascade 
County Trades and Labor Council, 
Great Falls, and the Montana State 
Farmers Union, Great Falls; L. L. 
Price, Vice President, Cascade county, 
Trades and Labor Assembly, Great 
Falls, appearing for the Cascade Coun- 


ty Trades and Labor Assembly; D. J. 
Lane, Great Falls, appearing for the 
Cascade County Trades and Labor 
Assembly; Ashley F. Holley, Great 
Falls, appearing for the Cascade Coun- 
ty Trades and Labor Assembly, and 
the Great Falls Mill and Smeltermen’s 
Union No. 16. 

Other appearances: R. V. Bottom- 
ly, Attorney General, state of Mon- 
tana, Helena, by Clarence Hanley and 
Alfred F. Dougherty, Assistants At- 
torney General, appearing for the state 
of Montana. 

For the Board: 
Secretary-Counsel 
Greenough, Auditor. 


Edwin S. Booth, 
and Owen E. 


By the Commission: The Moun- 
tain States Telephone and Telegraph 
Company on December 4, 1947, filed 
with the Commission and requested 
approval of revised tariffs relative to 
intrastate toll charges and rates, rates 
of exchange service and reclassifica- 
tion of exchange groups, and revision 
and modification of tariffs relative to 
change and move, extension, and in- 
stallation tariffs. The application of 
the company was set for public hear- 
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ing at Helena, Montana, on February 
9, 1948. 

After the company filed its request 
with the Commission, it mailed a card 
to subscribers in exchanges affected 
advising them of the application for 
increased rates. News stories were 
carried by the state papers shortly af- 
ter the company filed its application. 
When the Commission set the applica- 
tion for hearing stories giving the date 
and place of hearing were carried in 
most of the daily papers of the state 
and some of the weekly papers. The 
Commission mailed notices of the 
hearing to more than 270 persons and 
organizations. These notices were 


mailed to city and county clerks, trade 
and labor councils, some individual 
unions, chambers of commerces, news- 
papers, and some individuals. The 


Commission also published the notice 
as a legal notice in six papers of the 
state. More than thirty days’ notice 
of the hearing was given and every 
effort was made to give the best pos- 
sible notice of the hearing to the pub- 
lic. 

Prior to the time of hearing the 
Commission had received protests 
from ten individuals, seven of whom 
withdrew their protest. Protests were 
received from thirteen labor and farm- 
er organizations, and one city council. 
Withdrawals of protests were received 
from four unions. 

At the time of hearing the only prot- 
estants appearing were the Park 
County Trades and Labor Council, 
The Cascade County Trades and La- 
bor Council and the Montana Farmers 
Union, and Great Falls Mill and 
Smeltermen’s Union No. 16. 

Mr. Hanley and Mr. Dougherty of 
the attorney general’s office represent- 


74PURNS 38 


ed R. V. Bottomly, the attorney gen- 
eral and the state of Montana. 

Prior to the hearing the Commis- 
sion had requested certain specific in- 
fermation from the company. The 
company at the hearing presented oral 
and documentary evidence, including 
that requested by the Commission. 
Company witnesses were examined by 
the protestants, the attorney general 
and the Commission but no evidence 
was offered other than by the com- 
pany. The Commission offered in evi- 
dence by reference all the reports and 
records of the company on file with 
this Commission. Under the legisla- 
tive delegation of authority to this 
Commission, the Commission is 
charged with the duty of fixing just 
and reasonable rates for the services 
performed by the utility. This duty 
requires an examination of all the facts 
by the Commission irrespective of any 
protest. 


History of Company Rates 
in Montana 


Since 1911 the company has op- 
erated under its present name and cor- 
porate organization in Montana. At 
the present time it operates toll lines 
within the state of Montana and op- 
erates 87 exchanges in as many cities 
of this state. Through connections 
with other companies and American 
Telephone and Telegraph Company it 
offers intrastate service to all parts of 
Montana and interstate and foreign 
service to all parts of the United States 
and foreign countries. The Public 
Service Commission has had author- 
ity. over the intrastate operations of 
the company since its creation in 1913. 

In 1923 and 1924 the Commission 
held an investigation into the rates of 
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the company. This order is reported 
in 17 MUR 541, PUR1924C 545. 
The order of the Commission is a de- 
tailed analysis of the condition and 
rates of the company at that time. 
That order fixed the policy of consid- 
ering the company as a single utility 
and fixing its rates in Montana on a 
system basis, rather than considering 
each exchange separately. The policy 
of considering all the intrastate serv- 
ices in Montana as one system and 
fixing rates on that basis has prov- 
en correct and will therefore be fol- 
lowed. 

The 1924 order likewise established 
the system of grouping exchanges into 
groups and fixing the rates for all ex- 
changes within such groups on a uni- 
form basis. No purpose will be served 
by discussing the rates and groupings 
of exchanges as set forth in that order. 


The 1924 order provided for the auto- 


matic reclassification of exchanges 
from one group to another. In 1936 
the company and the Commission 
agreed on a reclassification of ex- 
change groups and a reduction of rates 
for exchange service. The automatic 
reclassification of exchanges, provided 
in the 1924 order, was retained and is 
still in effect. The rates and exchange 
groups now in effect are those estab- 
lished in 1936. The company has not, 
however, used the automatic change 
feature of the 1924 order to raise the 
classification of exchanges and thus in- 
crease the rates. The rates now being 
charged for exchange service are those 
fixed for the exchanges as they exist- 
ed in 1936 even though they have since 
grown in size and should be in another 
exchange group. The rates for ex- 
change service, that is local calls not 
requiring the payment of a toll charge 
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as proposed by the company, are less 
than the rates in effect from 1924 to 
1936. Toll rates have been subject to 
minor changes from time to time. 


Operations of the Company 
in Montana 


The facts stated herein are taken 
from the application of the company 
and the exhibits and testimony offered 
by the company unless otherwise 
stated. The files of the Commission 
relating to the company were included 
in the records by reference and will be 
referred to. 

The company is an interstate com- 
pany operating telephone service as a 
public utility in eight states. Its busi- 
ness is therefore both interstate and 
intrastate. For several years the state 
Commissions, acting through the Na- 
tional Association of Railroad and 
Utility Commissioners, the telephone 
industry and the Federal Communica- 
tions Commissions have been making 
studies of the correct method to use in 
separating interstate costs from intra- 
state costs. In view of the fact that 
the telephone equipment is used in 
both interstate and intrastate service, 
this has been a long study. For sev- 
eral years this separation has been 
made according to fixed formulas. 
Briefly the procedure followed is to 
divide all costs of telephone service 
on a basis of actual average use in each 
type of service and to separate the rev- 
enue on the basis of interstate and in- 
trastate use. The company testified 
that its revenues and expenses were 
separated on the basis of the latest re- 
vised study of the separation proce- 
dures, accepted by the Federal Com- 
munications Commission and in use 
in all states. The company keeps its 
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accounts in accordance with the uni- 
form system of accounts established by 
the proper agencies of the Federal gov- 
ernment. An examination of the Sep- 
aration Manual and the exhibits shows 
that these statements are correct. 

The interstate operations of the 
company are regulated by the Federal 
Communications Commission. Serv- 
ice wholly within the state of Montana, 
including all exchange service charges, 
are under the jurisdiction of this Com- 


End of Year 


The 1947 toll messages are estimat- 
ed to exclude the effect of the strike 
during the year which affected all in- 
terstate toll service but did not affect 
service locally in Montana. 

Since 1942, because of the war con- 
ditions and the shortage of equipment 
the company has been unable to supply 
the demand for service. On December 
31, 1945, the company had 4,625 held 
orders for service. Notwithstanding 
installation of 12,239 phones requir- 
ing 21,377 actual moves in 1946, the 
held orders on December 31, 1946, 
amounted to 4,694 or more than at the 
beginning of the year. Again in 1947 
installation of 8,794 phones was made, 
requiring 17,942 actual installations 
but the held orders at the end of the 
year amounted to 6,430. The com- 
pany estimates that they will be able 
to install 15,000 additional phones in 
1948. This additional increase will 
be possible because of construction of 
additional exchange facilities and abil- 
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mission. We shall use the term “sys- 
tem” in referring to matters applicable 
to the company as a whole, the term 
“total state” as meaning all operations 
in Montana whether interstate or in- 
trastate, and the term “intrastate” as 
meaning only matters properly allo- 
cable to Montana. 

The service of the company has 
been greatly expanded. The following 
chart, extracted from various exhibits 
illustrates the growth in Montana: 


Telephones Toll Messages 
in Originating 
Service in Montana 
44,375 1,204,424 
53,394 1,669,108 
64,605 
76,711 
88,950 
97,744 (est.) 
112,744 (est. ) 
ity to get additional equipment. Since 
1940 the toll circuits of the company 
have been increased from 368 to 475 in 
September, 1947, but the average mes- 
sages per circuit have increased from 
4,586 to 7,665. Additional toll facil- 
ities are also planned. It is planned to 
have 637 circuits by the end of 1948. 
This will be a toll circuit mileage of 
45,597 as against 23,976 toll circuit 
miles in 1940. 

The company has been carrying on 
considerable construction. The total 
construction in Montana, i.e., total 
state and interstate in 1946, was $1,- 
394,319 and in 1947 was $2,681,048. 
The estimated construction program 
for 1948 is given as $4,307,400. An 
examination of the 1948 program 
shows that much of the cost will be 
interstate. Such lines as the Billings, 
Montana-Casper, Wyoming, and the 
Yellowstone Park improvements will 
be for the most part interstate and of 
course a portion on most of the pro- 
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gram will be allocated to interstate use 
on the basis of the “separation proce- 
dures.” 

In connection with the future con- 
struction program the company is not 
entitled to include such values in the 
figures on which they should earn a 
fair return until such plant is actually 
constructed. The company testified 
that the moneys derived from the in- 
creases asked were not to be used to 
finance the improvements and that the 
testimony was given only for the pur- 
pose of showing the plans of the com- 
pany. We shall not refer further to 


1948 figures except for the purpose of 
estimating future results. 

Naturally the operating revenue of 
the company has increased with the 
increase in business done by the com- 
pany. There have also been increases 
in expenses during that period of time 


and of course more labor and materials 
have been required to handle the in- 
creased business. Materials are much 
more costly today than in 1940. Basic 
telephone materials in 1948 have in- 
creased from a low of 33 per cent for 
telephones to a high of 128 per cent 
for crossarms, over prices paid in 
1940. 

Wage payments in Montana have 
likewise increased greatly. In 1940, 
37 cents of each dollar of revenue went 


Total State 

Operating Revenue 
Operating Expense . 
Net Operating Earnings 
Intrastate 

Operating Revenue 
Operating Expense 

Net Operating Earnings 
Interstate 

Operating Revenue 
Operating Expense 

Net Operating Earnings 


to labor expense, while 56 cents of 
each dollar of revenue went to labor 
expense in 1947. There was a gen- 
eral strike in the telephone industry 
in 1947. This strike did not affect 
Montana operations but the wages 
granted were applicable to Montana 
employees. All figures relating to 
1947 operations have this wage in- 
crease extended for the entire year, 
even though the increases actually 
were effective on varying dates. The 
figures therefore truly reflect a year’s 
business on the wage levels prevailing 
for most of the year. Wages paid in 
Montana by the company in 1940 were 
$1,325,817, in 1946 were $3,051,142, 
and in 1947 considering the increase 
applicable for the year were $3,904,- 
479. The wage increase in Montana 
amounted to $325,000 per year of 
which $240,485 is properly chargeable 
to. intrastate operating expense. An- 
other way of stating the labor cost 
item is to divide the total labor cost by 
the total phones to get the average 
labor cost per phone. On this basis 
the average per phone in 1940 was 
$19.92 and in 1947 was $40.03 or 
$3.33 per phone per month. 

Increased business and expenses 
are illustrated by the comparative 
statement of operating revenue and 
operating expense below: 


1940 1946 


2,854,324 6,079,287 
2,234,727 5,126,956 
619,597 952,331 


1947 
6,626,507 
5,906,073 

720,434 


5,093,342 
4,315,092 
778,250 


5,593,256 
5,007,005 
586,251 


Not available 
as separation 
was not made 


985,945 
811,864 
174,081 


Not available 
as separation 
was not made 


1,033,251 
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[1, 2] Considerable question was 
raised as to the so-called license con- 
tract with the American Telephone 
and Telegraph Company. That com- 
pany furnishes certain service to af- 
filiated companies including the ap- 
plicant. The services furnished, in- 
clude the maintenance and operation 
of Bell Laboratories which studies and 
develops telephone equipment and ma- 
terials for the American Company and 
all affiliates. The American Company 
also furnishes assistance in business 
practices and methods and other mat- 
ters which can best be handled by a 
national organization. Under the con- 
tract the applicant pays a fee of 14 per 
cent on most of its revenue. This it 
charges as an operating expense. The 
company testified that the American 
Company submits a bill for the serv- 
ices rendered by it, and that for sev- 
eral years these charges have been 
greater than the amounts paid to the 
American Company. There is no law, 
rule, or regulation requiring any spe- 
cific reports or approval of such licens- 
ing contracts in this state. In the ab- 
sence of reason to question the purpose 
of such contracts, the Commission will 
not interfere with the management of 
the company. While there might be 
some items which are included in the 
contract which would not be proper 
operating expense, there is no reason 
to question the purpose of the con- 
tract. We therefore accept the con- 
tract as being a proper operating ex- 
pense for the purpose of this hearing. 

[3] Question was likewise made as 
to the supply contract between the 
American Company and its affiliates 
and Western Electric Company, a sub- 
sidiary of the American Company. 
The company testified that it pur- 
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chased most of its equipment from 
Western Electric under the contract 
but that it was not required either by 
the contract or by the American Com- 
pany to make its purchases from that 
company. The company testified that 
the prices paid to other suppliers was 
more than twice the prices paid West- 
ern Electric. It is the opinion of the 
company that the Western Electric 
supply contract is to the advantage of 
the company. This is a matter of man- 
agement which we will not enter into 
at this time. There is a study being 
made by the Federal Communications 
Commission, The National Associa- 
tion of Utility Commissioners, and 
American Company representatives 
relative to the earnings of Western 
Electric. These studies may develop 
facts which will affect future rates of 
depreciation and costs of equipment. 
They will not affect present rates to 
any appreciable extent. Should future 
rates be affected, the Commission can 
consider the facts at that time. 


The Return on Its Property 
Investment 


The company is a stock company; 
73 per cent of its stock is owned by 
American Telephone and Telegraph 
Company and the balance is owned by 
individual investors. Except for the 
rights as a majority stockholder to 
vote its stock and share in profits, 
American Company has no control 
over the company. The applicant is 
a separate company. The company, 
in order to attract capital investments 
in its stocks and bonds must be able to 
show a reasonable rate of return to 
such investors. It contends that its 
present rate of return is inadequate to 
attract capital so that it may finance 
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the large construction program being 
carried on. The company presented 
its case on the theory that this was a 
revenue case and not a rate base case. 
Considerable testimony was given as 
to the reduction in dividends of the 
company and the loss of attractiveness 
of investment in the company from the 
standpoint of investors. 

We do not consider this a case re- 
quiring the establishment of a rate 
base and we do not establish such a 
base. However, we must analyze all 
the evidence available to determine the 
rate of return and whether the rates 
are fair and reasonable. 

In considering the rates of return 
we shall consider the increases grant- 
ed by this order in the amount of 
$317,917 per year based on increases 
‘in toll business on the basis of 1947 
business and the number of telephones 
in service December 31, 1947. Spe- 
cific reference will be made to the in- 
creases in rates allowed, later in this 
order. 

In Tobacco River Power Co. v. 
Public Service Commission (1940) 
109 Mont 521, 33 PUR NS 151, 155, 
156, 98 P2d 886, the Montana court 
said: 


“No specific and exclusive method 
for determining value is mentioned in 


the Montana Code. Section 3884, Re- 
vised Codes, reads as follows: “The 
Commission may, in its discretion, in- 
vestigate and ascertain the value of 
the property of every public utility ac- 
tually used and useful for thé conven- 
ience of the public. In making such 
investigation the Commission may 
avail itself of all information contained 
in the assessment rolls of various 
counties, and the public records of the 
various branches of the state govern- 


ment, or any other information obtain- 
able, and the Commission may at any 
time of its own initiative make a re- 
valuation of such property.’ 


“Tt is observed from § 3884, supra, 
that considerable latitude is allowed 
the Public Service Commission in de- 
termining value. Neither the Public 
Service Commission nor the utility 
company is limited to or bound by any 
particular method in arriving at the 
solution of the question of value. It 
must be borne in mind always that the 
ultimate fact to be determined is value 
upon which rates are based, which 
must of course be done under proper 
legal procedure and restrictions. 

“The cost of reproduction new, less 
depreciation, is usually regarded as 
one of the most important, if not the 
dominant, factor, in the determination 
of value. (51 CJ 17.) Under the sec- 
tion of the Montana Code just cited, 
assessment rolls are likewise admis- 
sible as evidence of value, but of course 
are not exclusive. When the state con- 
demns property of a landowner it fre- 
quently resorts to assessed valuations 
as evidence, but more often than not 
the jury will determine damages and 
valuation in excess of that set out in 
the assessment rolls. Original cost, as- 
sessment values, cost of reproduction 
new, prudent investment theory, pub- 
lic records mentioned in § 3884, supra, 
and opinions of value are all means 
to an end, namely the determination 
of value.” 

The company presented exhibits 
showing rate returns on two theories, 
namely, average investment and aver- 
age claimed replacement cost less ob- 
served depreciation. 

[4] The average claimed replace- 


74PURNS 





MONTANA BOARD OF RAILROAD COMMISSIONERS 


ment cost was arrived at by taking the 
telephone property shown on the books 
and applying the present costs of ma- 
terials and labor to that plant. After 
arriving at this figure the inventory 
and cost engineer of the company made 
a personal check of the property and 
determined a depreciation of 17 per 
cent. That percentage was deducted 
and the result was the claimed replace- 
ment cost, as of December 31, 1947, 
for the plant used in intrastate service 
of $21,494,583. Considering the 1947 
wage increase to be applicable for the 
year, there would have been a profit of 
$533,816 and a return of 2.48 per 
cent. Had the increase of $317,917 


been added there would have been a 
net increase of $190,746 after taxes. 
This would have returned a profit of 
$724,562 or a rate of return of 3.33 


per cent. No purpose will be served 
by attempting to project this return on 
1948 business. 


The method of repricing work done 
on present prices would give the cost 
of reproducing the plant on a piece- 
meal basis, as it was actually built. 
This, however, does not reflect the re- 
production cost now if the plant were 
built as one project. Likewise in view 
of the many improvements in equip- 
ment and methods mentioned by the 
witnesses, it is undoubtedly true that 
more efficient equipment would be in- 
stalled than that now in use. The 
method of repricing equipment as is 
listed in the inventories is not a satis- 
factory method of arriving at replace- 
ment cost. The reproduction cost 
new, less observed depreciation, has 
been the subject of considerable criti- 
cism. No purpose will be served in 
discussing these criticisms. The meth- 
od used by the company in arriving at 
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claimed replacement cost is subject to 
all the criticism made against that 
theory. In addition, it, of necessity 
must include values for property which 
would be replaced with more efficient 
equipment, thus resulting in better sys- 
tem. Patrons should not be expected 
to pay a return on obsolete equipment 
at an increased cost when such equip- 
ment would not be replaced were the 
system being built new. We do not 
consider the basis of claimed replace- 
ment cost less observed depreciation 
submitted as a fair basis of value. 

The company in response to a re- 
quest of the Commission furnished an 
exhibit showing the value of the plant 
and additions for each year since 1923, 
the date of the value fixed in the 1924 
order, supra (17 MUR 541, PUR 
1924C 545). This exhibit shows net 
additions for the period 1924-1947 of 
$10,204,299 which were added to the 
1923 value and gives an accumulated 
value of $22,842,715. From this fig- 
ure depreciation 10.12 per cent was 
subtracted and addition for working 
capital and plant under construction 
were added giving a total value of $22,- 
508,766. The 10.12 per cent figure in 
the 1924 order was actual observed 
depreciation in 1923 and was not to be 
used as a rate for all time. As a mat- 
ter of fact the company used 17 per 
cent in arriving at their claimed re- 
placement cost. This exhibit does not 
take into account the finding of the 
Commission in that order, that the an- 
nual rate of depreciation should be 5.72 
per cent. For the reason stated we do 
not consider that exhibit of any 
weight, and will not consider the rate 
of return based on it. 

The company presented exhibits 
showing the rate of return of 1947 and 
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projected the return on the basis of 
proposed increases and estimated busi- 
ness for 1948, on the basis of average 
investment. In arriving at average in- 
vestment no account was made of de- 
preciation but the net value of the 
property was used. As explained by 
the witness, if a piece of property 
worth $1,000 were replaced, with one 
costing $1,500, the $1,000 would be 
retired and the $1,500 added. On the 
basis of these exhibits the return for 
1947 would have been 3.36 per cent 
and in 1948 it is estimated 3.73 per 
cent. Figured on the basis of the in- 
crease granted by this order the rate 
of return for 1947 would have been 
4.11 per cent. In 1948 on the basis 
of the company estimate, as to busi- 
ness and the rate figured on December, 
1947, installations which would be 
lower than actual, the rate of return 
would be 2.93 per cent. 

[5, 6] This method of computation 
does not take into account any depre- 
ciation of the property. It is elemen- 
tary that depreciation should be con- 
sidered. In considering depreciation 
it appears to be fair to consider the 
ratio of the property used in Montana 
intrastate business to the total book 
value of the system and on that basis 
determine the portion of the deprecia- 
tion reserve account charged by the 
company as an operating expense 
which should be deducted from the 
values of the property used in Mon- 
tana intrastate service. The witness 
for the company stated that this meth- 
od would be reasonably correct but 
might vary with the difference in age 
of the plant in different states and oth- 
er factors. The Montana intrastate 


plant represents 8.90 per cent of the 
system plant as shown by the 1947 
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annual report of the company. The 
reserve account of the company 
amounts to $51,475,157.35. The 
Montana intrastate portion would be 
$4,581,289. In estimating the depre- 
ciation for 1948, allowance must be 
made for property retired from service 
but from past figures, it appears, the 
depreciation on intrastate plant will be 
$400,000 or a total reserve for 1948 
of at least $4,981,289 applicable to 
Montana intrastate plant. 

The amounts shown above for de- 
preciation should be deducted and 
would give an average investment ac- 
cording to book costs, less deprecia- 
tion, of $11,315,895 for 1947, and an 
estimated value on the same basis in 
1948 of $13,316,711. Reconstructed 
on the basis of these figures for 1947, 
the company would have had a net op- 
erating revenue of $724,562 on an in- 
vestment of $11,315,895 or a rate of 
return of 6.4 per cent. Figured on the 
basis of the companies’ estimates for 
1948 corrected to show the increases 
granted on business as of December, 
1947, the return in 1948 would be 4.1 
per cent. In all projection of esti- 
mates for 1948 the increased rate base 
from new construction is used. This 
however is proper in determining fu- 
ture results as plant in use can be esti- 
mated the same as any other factor. 

[7] While the Commission does not 
fix a rate base it appears that the only 
proper figures to use in considering the 
effect of the increase granted by this 
order is the book value less deprecia- 
tion. While the method used may not 
be accurate it is substantially correct 
and, in the absence of more accurate 
figures on depreciation, appears to be 
fair and reasonable. The returns for 
1948 will not reflect the effect of the 
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rates granted for the full year but only 
for about nine months of the year and 
the rates of return will be proportion- 
ately lower. The increases granted 
should yield the company sufficient 
additional income to maintain its at- 
tractiveness to investors but will not 
result in any unreasonable rates or 
charges. 

Evidence presented showed that 
Montana had the highest rate of earn- 
ing in 1947 of any states in the com- 
pany system. Montana, however, was 
not affected by the strike of 1947, ex- 
cept as to interstate toll business. This 
would account for part of the differ- 
ence. Rate increases have been ap- 
plied for in every state the company 
operates in. Some of these were grant- 
ed before the wage increases and some 
were not granted until late in the year. 
While the earnings in other states do 


not affect the application in this state 
we feel that the rates granted here 
will cause Montana to continue to 
have a relatively high rate of return 
compared to other states in the sys- 
tem. 


The Amended Tariffs on Move 
and Charge, Extension, and 
Installation Service 


The tariffs filed by the company re- 
lating to move and charge, extension, 
and installation service do not con- 
tain any changes in present charges 
for these items. The purpose of these 
tariff changes is to provide for auto- 
matic change in the charges for these 
services within exchanges when the 
size of the exchange falls below or ex- 
ceeds the classification limits by 10 per 
cent. The tariffs as submitted for 
these services are fair and reasonable 
and should be approved. 
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The Tariffs for Intrastate 
Toll Service 


[8] The toll tariffs which the com- 
pany requests be approved provide for 
increases of 5 and 10 cents on station- 
to-station messages up to 135 miles 
and decreases in the station-to-station 
rates over 135 miles. The differential 
between station-to-station rates and 
other type of service such as night calls 
has been reduced. The company testi- 
fied that the effect of the rates was to 
make a more equitable rate for toll 
service and to reduce the differential 
between interstate and intrastate toll 
messages where practical in connec- 
tion with the need of the company for 
additional revenue. The rates pro- 
posed would return $208,000 in ad- 
ditional revenue figured on the 1947 
business. Under the estimate of in- 
crease in toll messages for 1948 a 
somewhat higher result can be expect- 
ed. The rates submitted are reason- 
able and in view of the fact the com- 
pany needs additional revenue to re- 
tain a sound fiscal standard, these rates 
should be approved as applied for. 


Exchange Service Tariffs 


The proposed tariffs on exchange 
service charges involve four issues. 
These are the reclassification of ex- 
change groups, the increases in rates 
on business phones, the increases in 
rates on residence phones, and the 
automatic reclassification of exchanges 
in the future. The exchange increases 
proposed are effective only in the base 
rate area of the exchanges and no ex- 
change in rural rates outside the base 
rate area is proposed. 

The changes in number of phones 
within exchange groups is recom- 
mended by the company for the rea- 
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son that the regrouping will place all 
service of substantially a similar na- 
ture in the same group, whereas pres- 
ent groupings would have made for 
some inequities. The company like- 
wise stated that the proposed group- 


ings would make for a relatively long 
time rate structure as none of the ex- 
changes were near the limits of the 
group maximums, as proposed. The 
present and proposed group are as fol- 
lows: 


No. oF STATIONS IN GROUP 


It will be observed that at present 
there is no group for exchanges of 
over 10,000 stations. At the present 
time the Butte, Great Falls, and Bill- 
ings exchanges have more than 10,000 


phones and a group to include them 
must be established. The largest ex- 
change had 13,254 phones on October 


31, 1947. There would not, therefore, 
be any group IX exchanges. It would 
probably be some time before an ex- 
change would have that number of 
phones. Under these conditions we be- 
lieve that group IX should be eliminat- 
ed. 

[9] Under the automatic reclassifi- 
cation provision of the application 
which is the same as that presently in 
effect an exchange would have to have 
10 per cent more stations or a group 
VIII exchange would have to exceed 
16,500 before moving to group IX. 
This automatic reclassification has not 
been used to raise exchanges from one 
group to another in recent years. The 
company testified that they were not 
particularly concerned about auto- 
matic reclassification, and the Com- 


Proposed 
1-150 
151-350 
351-550 
551-1,000 
1,001-2,000 
2,001-5,000 
5,001-10,000 
10,001-15,000 
15,001-25,000 
West Yellowstone 


Present 
1-150 
151-350 
351-550 
551-1,000 
1,001-3,500 
3,501-5,500 
5,501-10,000 
None 
None 
Fort Peck 
Glasgow 
West Yellowstone 
mission feels that application should 
be made for reclassification when re- 
quired. We therefore disapprove the 
automatic exchange feature of the ap- 
plication. We also fix group VIII as 
from 10,001 to 20,000 phones, and 
disapprove and eliminate group IX. 

The proposed rates for business 
phone service constitutes increases be- 
cause of reclassification and adjust- 
ments of the rates to adjust for the 
change in exchange groupings. There 
is no increase in business phones for 
exchanges having less than 150 sta- 
tions. The increases over present 
rates on business phones in other ex- 
changes range from 25 to 75 cents 
per month, except in five exchanges, 
where because of enormous increase in 
the number of phones, the exchange is 
increased more than one group. In 
all of these cases the new rates will be 
the same as that paid in similar-sized 
towns. 

There is no question but that the 
company is entitled to additional reve- 
nue and the proposed business rates 
seem fair and equitable. These rates 
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applied to the number of stations on 
December 31, 1947, will result in ad- 
ditional revenue amounting to $88,- 
503 per year. 

The company asked for increases 
on present residence phones in all ex- 
changes having more than 350 sta- 
tions amounting to 25 to 50 cents per 
month. The residence increases will 
not affect Fort Peck and in Billings 
will be 75 cents per month on 1- or 2- 
party residence phones. This higher 
increase in Billings is because of the 
extremely rapid growth and would 
bring them to the same rates as Great 
Falls and Butte. 

[10] The reclassification of all ex- 
changes is being allowed. We realize 
the company needs additional revenue, 
however the additions granted on toll 
and business phones will yield enough 
additional revenue that the companies 
position will be substantially improved. 
Cost of living has increased to the 
point where it is of primary concern 
to everybody and under the circum- 
stances we do not believe the residence 
increases should be allowed except 
where necessary to adjust exchanges. 
We therefore deny any increases on 
residence phones unless such increases 
are necessary to bring the exchange 
into balance with other exchanges of 
equal size. The adjustments are al- 
lowed through the reclassification. The 
increases referred to will result in 
residences increases in Hardin, Wolf 
Point, Malta, Sidney, Laurel, Cut 
Bank, and Billings exchanges because 
of the rapid growth of those exchanges 
during the last several years. The in- 
creases thus granted on residence 
phones amount to $21,414 per year on 
the number of phones in these ex- 
changes on December 31, 1947. 
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The company’s application was for 
an increase of $545,000 per year which 
after paying taxes would have left 
$327,000 additional revenue. These 
figures were based on averages up to 
October, 1947. The company esti- 
mated that the increases for 1948 as 
applied for would have amounted to 
$606,000 or $61,000 more than they 
had estimated on the basis of October 
figures. Based on the 1947 toll busi- 
ness the toll increases will return 
$208,000 additional revenue. Based 
on the phones on December 31, 1947, 
the business increases granted amount 
to $88,503 and the residence increases 
to $21,414. The increases granted 
amount to $317,917 or approximately 
$190,850.20 after paying taxes. We 
believe that this amount is adequate 
to keep the company in a sound finan- 
cial basis and will not result in any un- 
fair or unjust rates. 


Motions for Continuances 


At the opening of the hearing, coun- 
sel for the Trades and Labor Councils 
moved to continue the hearing in order 
to prepare the case. The attorney gen- 
eral joined in this motion. The motion 
was properly denied. Counsel then 
made a motion to continue the case 
for sixty days after the presentation of 
applicant’s case in order to secure evi- 
dence and study the application and 
the evidence in support of it. The mo- 
tion was premature and ruling was re- 
served until the close of applicant’s 
case. The attorney general moved to 
continue the case for thirty days to 
permit study of the company’s case. 
The Commission considered both mo- 
tions and denied them. 

From the evidence and for the rea- 











sons set forth, the Board makes the 
following 
Finding of Facts 


1. That the applicant, The Moun- 
tain States Telephone and Telegraph 
Company, is a public utility furnish- 
ing both interstate and intrastate tele- 
phone service in the state of Mon- 
tana. 

2. That the accounts of the com- 
pany have been kept according to uni- 
form systems of accounts provided by 
the Federal Communications Commis- 
sion and this Commission and reports 
made to this Commission reflect the 
operation of intrastate business. That 
the value of the property, expenses, 
and revenue property properly allo- 
cable to interstate and intrastate serv- 
ices have been determined in accord- 
ance with “separation procedures” ap- 
proved by the Federal Communica- 
tions Commission. 

3. That the expenses of the com- 
pany for supplies and materials and la- 
bor cost have increased and that the 
increases in operating expense are too 
great to be financed by the company 
under the present rates. 

4. That the income of the company 
from intrastate business has not been 
sufficient to provide a profit which will 
permit the company to acquire capital 
for financing future construction and 
maintain a sound physical basis. That 
the continuation of the communication 
systems of the state on a sound fiscal 
basis is necessary and in the public in- 
terest. That in order to maintain a 
sound fiscal basis the company is en- 
titled to increases in rates for service 
as herein specified. 

5. That the tariffs relative [to] 
move and change, extension and in- 
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stallation charges, clarify the rules and 
regulations relative to such service and 
are fair and reasonable. 

6. That the tariffs relative to toll 
service providing for adjustments and 
increases will more nearly equalize 
toll charges and will result in an in- 
crease in revenue of $208,000 on the 
basis of 1947 business. That such rates 
are fair and reasonable. 

7. That the reclassifications of ex- 
change groups is equitable and fair and 
will establish the rates on relatively 
firm basis for a reasonable time and 
should be approved. 

8. That the rates submitted by the 
company on the basis of reclassified 
exchange groups for business phones 
will procure $88,503 additional annual 
revenue on the basis of phones in serv- 
ice December 31, 1947, the rates are 
not unfair or unreasonable. 

9. That the reclassification, as to 
residence phones is proper and equi- 
table but that increases over present 
rates on residence rates should not be 
allowed, except in those instances 
when an exchange should be increased 
more than one exchange group over 
present group classification and such 
increases are necessary to equalize the 
residence rates in exchanges of similar 
conditions. That the increases de- 
rived from residence rates increased in 
accordance herewith, will amount to 
$21,414 per year on the number of 
phones in service December 31, 1947. 
That the rates thus established will be 
fair and reasonable rates. 


10. That the application for contin- 
uation of the automatic change provi- 
sion should be denied and the order 
dated, February 26, 1924, supra, pro- 
viding for such automatic charge of 
exchanges should be canceled. 
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From the foregoing the Board con- 
cludes as a matter of law that the ap- 


plicant is entitled to the approval of 
tariffs and increases referred to above. 





INDIANA PUBLIC SERVICE COMMISSION 


Re Pleasantville Incorporated Telephone 
Company 


No. 18037 
March 10, 1948 


PPLICATION for operating certificate by nonprofit member- 
l \ ship telephone corporation; granted. 


Public utilities, § 58 — Codéperative association. 
1. A telephone company operating as a membership nonprofit corporation 
is not a public utility subject to the jurisdiction of the Commission, p. 52. 


Monopoly and competition, § 33 — Invasion of territory — Telephone companies. 
2. A telephone company may serve residents of an abutting area served 
by a membership nonprofit telephone corporation where those residents own 
and maintain their own telephones and lines, have been without service 
from the existing company for many years, have not consented to the co- 
Operative company’s rebuilding or maintaining their lines, and have not 
accepted membership in the corporation, p. 52. 


APPEARANCES: Joseph W. Louder- 
milk, Sullivan, for petitioners; Shake 
and Shake, for Carlisle Telephone 
Company, Vincennes, intervenor; 
Robert E. Jones, Assistant Public 
Counselor, for the public. 


By the Commisston—Shepherd, 
Examiner: On February 13, 1946, 
the Pleasantville Incorporated Tele- 
phone Company, Pleasantville, Indi- 
ana, filed with the Public Service Com- 
mission of Indiana its petition, setting 
forth; that 

The Pleasantville Incorporated Tel- 
ephone Company located at Pleasant- 
ville, Indiana, formerly known as 
Pleasantville Co-operative Telephone 


74PURNS 


Company for past forty years hereby 
petitions the Public Service Commis- 
sion of Indiana for permit to operate 
in same territory formerly served by 
the Pleasantville Co-operative Tele- 
phone Company, which consists of 
parts of Jefferson, Stafford and Had- 
don townships in Sullivan county, in 
the state of Indiana. 

On August 15, 1946, Carlisle Co- 
operative Telephone Company, files 
and presents its verified petition to in- 
tervene in the above-entitled proceed- 
ing, and respectfully represents and 
shows to the Public Service Com- 
mission of Indiana, that: 

The territory in which the Carlisle 
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Co-operative Telephone Company op- 
erates said telephone utility is situ- 
ated in Sullivan county, in the state 
of Indiana and is adjacent to and ad- 
joins the territory in which the Pleas- 
antville Co-operative Telephone Com- 
pany has for many years operated, and 
now operates, as a telephone utility. 

The line separating the territory 
served and to be served by Carlisle Co- 
operative Telephone Company and the 
territory served and to be served by 
the Pleasantville exchange ought to be 
declared and defined by the Public 
Service Commission of Indiana, as 
follows, to wit: 

Beginning on the line between Knox 
and Sullivan counties, at the corner 
of sections 32 and 33 on the south 
line of township 6 north range 8 west; 
thence north on the line between said 
sections 32 and 33; and between sec- 
tions 28 and 29; and between sections 
20 and 21 and between sections 16 and 
17 ; and between sections 8 and 9; and 
between sections 4 and 5 to the corner 
of said sections 4 and 5 on the north 
line of said township 6 north Range 
8 west, in Sullivan county, Indiana. 

Therefore, following an investiga- 
tion by the engineering department of 
this Commission, pursuant to notices 
by publication in The Sullivan Union, 
Sullivan Indiana, and The Carlisle 
News, Carlisle, Indiana, both newspa- 
pers being of general circulation in Sul- 
livan county, state of Indiana, and 
written notices otherwise given by the 
Commission, all as required by law, a 
public hearing was held in the court- 
house, Sullivan, Indiana, at 10 a. o., 
Wednesday, January 14, 1948. 

The evidence shows from the testi- 
mony of the officers of the Pleasant- 
ville Co-operative Telephone Com- 


pany, that it was reorganized in 1945, 
for the purpose of giving better tele- 
phone service to its present 160 mem- 
bers and other subscribers who rent 
phones; the physical condition of this 
utility is in fair condition; the finan- 
cial condition consists of approximate- 
ly $4,000 worth of assets and liabilities 
not to exceed $500 and that the rates 
charged for this service is $1.50 per 
month plus tax to the members, and 
rented phones to other subscribers are 
furnished at $2 plus tax. 

The evidence further shows that the 
Pleasantville Incorporated Telephone 
Company was organized as a member- 
ship nonprofit corporation, that several 
residents owning and maintaining tel- 
ephone lines in and around the Pleas- 
antville exchange consented to become 
members of the Pleasantville Incor- 
porated Telephone Company if said 
company would take over the rebuild- 
ing and maintaining of their lines in 
order to receive better telephone serv- 
ice. 

The evidence further shows that 
twenty-one residents of the Oakwood 
community, Haddon township, Sulli- 
van county, Indiana, have been with- 
out service from the Pleasantville 
exchange for many years, that they are 
the owners of the telephone lines in 
this community and have not consent- 
ed to the Pleasantville Incorporated 
Telephone Company to rebuild or 
maintain their lines nor have they ac- 
cepted membership in said company. 

The evidence further shows that the 
Carlisle Co-operative Telephone Com- 
pany has service abutting the Oakwood 
community if and when the necessary 
materials and equipment for that pur- 
pose become available and in suffi- 
cient quantities to enable it to satisfy 
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existing and prior demands upon it 
for service, provided the Pleasantville 
Telephone Company shall be unable or 
unwilling to serve the residents of 
Oakwood community or be relieved 
from any existing obligation to do so. 

[1] The Commission, having heard 
and considered the evidence and be- 
ing sufficiently advised in the premises, 
finds that the Pleasantville Incorpo- 
rated Telephone Company, Sullivan 
county, Indiana, was re-organized as 
a membership nonprofit corporation in 
1945 and is now and has since been 
operating as such, that the same is not 
a public utility within the meaning of 
the law defining public utilities, and 
that this Commission has no jurisdic- 
tion over said company. 


[2] The Commission finds that the 
twenty-one residents of the Oakwood 
community own and maintain their tel- 
ephones and lines therein, that no 
agreement by them has been entered 
into with the Pleasantville Incorpo- 
rated Telephone Company for taking 
over their phones and lines in order 
to obtain service; that public conven- 
ience and necessity does require that 
said residents in the Oakwood com- 
munity be served by the Carlisle Co- 
operative Telephone Company, and 
that the same should be made available 
by the Carlisle Co-operative Telephone 
Company subject to the terms and 
conditions as hereinabove referred to 
and it will be so ordered. 





FEDERAL POWER COMMISSION 


Re The Superior Oil Company 


Docket No. G-1044 
May 11, 1948 


PPLICATION for determination that oil company will not be- 
A come subject to jurisdiction of Federal Power Commission, 
under Natural Gas Act, because of contract for gas sales; granted. 


Gas, § 2.1 — Status of oil company — Sale of gas. 
A company owning and operating oil and gas leaseholds and producing gas 
wells does not become a natural gas company within the meaning of the 
Natural Gas Act, and, therefore, does not become subject to the jurisdiction 
of the Federal Power Commission, by selling gas under contract to an un- 
affiliated company which is a natural gas company within the meaning of 


the act. 


(Drarzr, Commissioner, dissents.) 


By the Commission: On April 30, 
1948, The Superior Oil Company (ap- 
plicant), a California corporation 
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with its office and principal place of 
business in Los Angeles, California, 
filed an application pursuant to Rule 
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7(c) of the Commission’s Rules of 
Practice and Procedure for a status 
determination and a declaratory or- 
der that said applicant is not a “nat- 
ural-gas company” as defined in the 
Natural Gas Act and that its proposed 
acts and operations, as described here- 
inafter, will not be subject to the juris- 
diction of the Commission. 

Applicant owns and operates oil and 
gas leaseholds and eight producing gas 
wells thereon in the Gwinville field, 
Jefferson Davis and Simpson coun- 
ties, Mississippi. Applicant has con- 
tracted to sell to Southern Natural Gas 
Company under the terms of an agree- 
ment between the parties dated April 
12, 1946, and an amendatory agree- 
ment dated April 15, 1948, all of the 
gas produced by applicant in the Gwin- 
ville field. Applicant sells and de- 
livers the natural gas so produced to 


Southern Natural Gas Company at a 
point near the discharge side of an oil 
and gas separator located on each pro- 


ducing lease. Southern Natural Gas 
Company gathers the natural gas so 
produced at these points of delivery in 
the Gwinville field and the gas enters 
Southern Natural Gas Company’s 
pipe line at a working pressure de- 
pendent upon the load on the main 
line of Southern Natural Gas Com- 
pany. 

Southern Natural Gas Company 
heretofore has been held to be a “nat- 
ural-gas company” within the mean- 
ing of the Natural Gas Act by 
Commission order dated October 6, 
1942, in Docket No. G-296, 3 FPC 
822. 

Applicant is not affiliated with 
Southern Natural Gas Company by 
ownership of corporate stock or other- 
wise. 


Upon the above facts, as presented 
in the application filed herein, the Com- 
mission finds : 

Applicant, The Superior Oil Com- 
pany, will not be construed to be a 
“natural-gas company” within the 
meaning of the Natural Gas Act by 
reason of its proposed acts and opera- 
tions as described herein. 


DRAPER, Commissioner, dissent- 
ing: I cannot concur in the finding 
this day made by the majority because 
to me it is abundantly clear that the 
sales by The Superior Oil Company 
here under consideration are sales in 
interstate commerce and therefore the 
said company is a “natural gas com- 
pany” within the meaning of the Nat- 
ural Gas Act by reason of its proposed 
acts and operations as described in the 
majority finding. 

The Supreme Court, speaking 
through Chief Justice Vinson, in In- 
terstate Nat. Gas Co. v. Federal Pow- 
er Commission (1947) 331 US 682, 
91 Led 1742, 69 PUR NS 1, 6, 67S 
Ct 1482, has made the following pro- 
nouncement : 

“Thus, where sales, though techni- 
cally consummated in interstate com- 
merce, are made during the course of 
production and gathering and: are so 
closely connected with the local inci- 
dents of that process as to render rate 
regulation by the Federal Power Com- 
mission inconsistent or a substantial 
interference with the exercise by the 
state of its regulatory functions, the 
jurisdiction of the Federal Power 
Commission does not attach. But such 
conflict must be clearly shown. Ex- 
ceptions to the primary grant of juris- 
diction in the section are to be strictly 
construed. It is not sufficient to de- 
feat the Commission’s jurisdiction 
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over sales for resale in interstate com- 
merce to assert that in the exercise of 
the power of rate regulation in such 
cases, local interests may in some 
degree be affected.” (Italics sup- 
plied. ) 

I can find in the instant application 


no clear showing of any conflict be- 
tween this Commission’s mandatory 
“primary grant of jurisdiction” and 
the authority of the state of Missis- 
sippi Oil and Gas Board. Therefore 
I am impelled to abide by the dictate 
of the Supreme Court just quoted. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Farmers Toll Line Telephone Company 


2-U-2677 
May 4, 1948 


PPLICATION by owner of telephone toll circuit for authority 
to increase rates; dismissed for want of jurisdiction. 


Public utilities, § 117 — Status of toll circuit owner — Absence of subscribers. 
The owner of a toll circuit connecting the exchanges of two telephone com- 
panies is not a public utility if it has no subscribers and its revenues consist 
of compensation from the two companies owning the exchanges. 


By the Commission: It appears 
from the Commission’s records that 
the applicant, Farmers Toll Line Tele- 
phone Company, is the owner of a toll 
circuit connecting the Poysippi ex- 
change of the Poysippi Telephone 
Company with the Weyauwega ex- 
change of the Weyauwega Telephone 
Company. The applicant has no sub- 
scribers. Its revenues consist of com- 


pensation from the two companies 
owning the exchanges to which refer- 
ence has been made. It is not a public 
utility and its application is not subject 
to the jurisdiction of the Commission. 


ORDER 


It is therefore ordered: 
That the proceeding herein be and 
is hereby dismissed. 
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FLORIDA SUPREME COURT 


State ex rel. C. B. Reese, Doing Business 
As Temple Terrace Public Service 





Jerry W. Carter et al. 


— Fla —, 34 So2d 35 





E 


February 20, 1948 


N BANC. MANDAMUs by cab operator to require Commission 
to renew taxicab permit; granted. 


Motor carriers, § 6 — Special taxicab commission — Validity of statute. 
A special act of the state legislature creating a taxicab commission for a 
city and its suburbs is unconstitutional as not being within its police power 
as applied to a cab operator operating entirely outside of the city’s corporate 
limits and already under the jurisdiction of the state Commission. 


APPEARANCES: J. D. Hobbs, of 
Tampa, for relator; Lewis W. Pette- 
way, of Tallahassee, for respondents. 


Apams, J.: This cause comes on 
for final hearing upon motion for a 
peremptory writ notwithstanding re- 
spondents’ return. 

Petitioner held a permit from the 
respondents to operate a taxicab busi- 
ness in the unincorporated community 
of Sulphur Springs, adjacent to the 
city of Tampa. In 1947 the legislature 
enacted Chapter 24922, a special act 
to create a taxicab commission for the 
city of Tampa, with power to supervise 
and regulate the operation of taxicabs 
over the public highways of said city 
and the adjoining surburban territory 
to a distance of 3 miles from the city 
limits. Because of this act the respond- 
ents refused to renew petitioner’s per- 
mit. 


We consider the question of wheth- 
er the statute may be upheld as a police 
measure. We must recognize as a 
first premise that the taxicab business 
was not lacking in supervision or reg- 
ulation in the affected area inasmuch 
as the general law placed that duty up- 
on respondents. Can we then say that 
this attempted manner of regulation 
bears any relation to the public safety, 
health, morals, or welfare? We think 
not. These taxicabs did not enter the 
corporate limits of the city; therefore, 
the special act is inapplicable to the ter- 
ritory outside the corporate limits of 
the city when applied as here to an 
operation extending outside the cor- 
porate limits. This situation is differ- 
ent from the cases where the outside 
regulation was essential to preserve 
order and restrain a nuisance within 
the confines of the city. This is not 
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a case where the legislation is ad- 
dressed to a legitimate end. See State 
ex rel. Sweat v. Turpentine & Rosin 
Factors (1933) 112 Fla 428, 150 So 
617; State ex rel. Municipal Bond & 
Investment Co. v. Knott (1934) 114 
Fla 120, 154 So 143; Trustees of 
Falmouth v. Watson (1869) 5 Bush 
(68 Ky) 660; Gower v. Agee (1908) 
128 Mo App 427, 107 SW 999; White 
v. Decatur (1932) 225 Ala 646, 144 
So 873, 86 ALR 914; Malone v. Wil- 
liams (1907) 118 Tenn 390, 103 SW 


798, 121 Am St Rep 1002; 55 ALR 
page 1182 (text page 1183). 

It follows that the return by the 
Railroad Commission setting up the 
existence of the statute and urging it 
as a defense for not renewing the per- 
mit is not sufficient; and that conse- 
quently the peremptory writ should be 
granted. 

So ordered. 


Thomas, CJ., and Terrell, Buford, 
Chapman, Sebring, and Barns, JJ., 


concur. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re The Home Gas & Electric Company 


Application No. 9183, Decision No. 30433 
April 30, 1948 


PPLICATION for approval of issuance of common stock by 
means of stock dividend and issuance of stock rights; 
granted. 


Security issues, § 112 — Competitive bidding. 
1. The public interest does not demand that the competitive bidding rule 
be adhered to in all instances, but each case should be considered on the 
facts peculiar to the matter under consideration, p. 58. 


Security issues, § 112 — Competitive bidding — Distribution to stockholders. 
2. A public utility company may distribute common stock to stockholders, 
by means of a stock dividend and issuance of stock rights, without competi- 
tive bidding where a public sale would cost considerably more, time would 
be required for investigation by interested underwriters, and there could be 
no definite assurance as to the price at which the stock could be sold, p. 58. 


Dividends, § 2— Powers of Commission. 
3. The right to fix the amount of dividends, whether cash or stock, is not 
vested in the Commission by law, p. 58. 
ve 
APPEARANCES: William R. Kelly, ver, of The Public Utilities Commis- 
Greeley, for applicant; C. L. Flower, sion of the state of Colorado, for the 
Denver, and Joseph W. Hawley, Den- Commission. 
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By the Commission: This is an 
application by The Home Gas and 
Electric Company, a Colorado corpo- 
ration (hereinafter called “Compa- 
ny”), for an order of this Commis- 
sion, pursuant to sub-section (c) of 
§ 3, of Chap 137, 1935 Colorado Stat- 
utes Annotated, authorizing it to dis- 
pose of up to, but not more than, 16,- 
000 shares of its authorized common 
stock having a par value of $25 per 
share, as hereinafter set forth. 

Public hearing was held on said 
application, at the Commission’s hear- 
ing room, 330 State Office building, 
Denver, Colorado, April 21, 1948, and 
the matter was taken under advise- 
ment. 

Applicant is a corporation, existing 
under the laws of the state of Colo- 
rado, and is an electric public utility, 
subject to the jurisdiction of this 
Commission, owning and operating an 
electric system which is wholly with- 
in the state of Colorado, its office and 
principal center for distribution and 
sale of electricity being in Greeley, 
Colorado, and the immediate vicinity 
thereof. It is engaged principally in 
the purchase, transmission, distribu- 
tion, and sale of electricity, and to a 
limited extent, is engaged in the sale 
of electric appliances and actively co- 
Operates with local dealers in its ter- 
ritory in appliance sales activities. 

For the year ended December 31, 
1947, Company reports operating rev- 
enues of $963,331.19, with net operat- 
ing income, after deduction of operat- 
ing expenses and taxes, of $135,- 
267.95. Net income, after payment 


and amortization of bond and deben- 
ture expense and premium, which was 
available for dividends and surplus, 
amounted to $81,875.31. 


Dividends 


RE THE HOME GAS & ELECTRIC CO. 





declared on common stock during the 
year 1947 amounted to $40,982. 
Earnings in prior years have been sat- 
isfactory. 

As of December 31, 1947, Compa- 
ny reports its assets and liabilities as 
follows : 


Assets 
Property, Plant, Equipment, etc. $3,042,685.91 





ND EO e 299,452.48 
Deherrel CRAG ..<cccccccecs 57,838.38 
Reacquired Stock—19,509 Shares 
@ $25.00 
OP WOME ..0c00- $487,725.00 
premium paid .... 41,163.99 528,888.99 
SE PE 4 ccsasnctese $3,928,865.76 
Liabilities 
Capital Stock issued and out- 
GEE Neaicennnesanecseasee $1,000,000.00 
Fund debt, consisting of: 
First Mortgage, 
34% Bonds .... $799,000.00 
First Mortgage 
Sinking-fund 
3% Bonds ..... 350,000.00 
Sinking Fund 
6% Common In- 
come Debentures 285,000.00 1,434,000.00 
Current and Accrued Liabilities 363,900.20 
Deherred Credits. ..0.cccccccece 17,783.83 
Reserve for Depreciation ....... 573,185.07 
Contributions in aid of construc- 
eds 42040kGesckncceooses 56,141.36 
ME Sa ict anda outeatetencc’ 483,855.30 
Total Liabilities ......... $3,928,865.76 


Company has an authorized capital 
stock of $1,000,000, consisting of 40,- 
000 shares of the par value of $25 per 
share, all issued and outstanding. As 
shown by Company’s report aforesaid, 
Company has reacquired 19,509 
shares of its capital stock, which are 
in Company’s treasury, at a total cost 
of $528,888.99, and has issued and 
outstanding, as of January 1, 1948: 

(a) $799,000 in amount first mortgage 3% 
per cent bonds, series of 1969, secured by 
Company’s indenture of mortgage to the Den- 
ver National Bank, Denver, Colorado, dated 
July 1, 1944, being the unretired part of a 
total issue of $850,000, issued pursuant to 


authorization by stockholders to issue a total 
of $1,200,000 principal amount of said bonds; 
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(b) $350,000 in amount first mortgage 3 per 
cent bonds, series of 1969, issued pursuant to 
same indenture of mortgage authorization of 
stockholders ; 

(c) Unretired 6 per cent cumulative de- 
bentures, dated July 1, 1944, and maturing 
June 30, 1974, in the principal amount of 
$500,000, of which amount outstanding Janu- 
ary 1, 1948, was $285,000; 

(d) Current and accrued short-term notes, 
payable to banks, $57,500. 

Company now seeks authority to 
give and distribute to its stockholders, 
of record as of May 1, 1948, holding 
20,491 shares of its common stock, 
one share of its said treasury stock 
for each 3 shares of common stock 
held by each said stockholder, as a 
stock dividend, said total distribution 
of treasury stock to be approximately 
6,830 shares, and to offer to sell to 
the holders of its common stock, 9,107 
shares for subscription, pro rata, up- 
on basis of their respective holdings, 
as of May 1, 1948, at the price of $33 
per share, and to issue to such hold- 
ers transferable rights evidencing such 
subscription offer, said rights to ex- 
pire on July 31, 1948. There will 
be no public offering of unsubscribed 
stock. 

The proceeds of sale of said shares 
of common stock to its stockholders 
will be used by Company to pay its 
outstanding bank notes, and to extend 
and complete certain additions, en- 
largements, and extensions of its fa- 
cilities and distribution lines, serving 
customers in Greeley and vicinity. 
Censtruction expense for first quarter 
1948 amounted to $39,000. Amount 
budgeted for balance of year is $200,- 
000. Gross amount arising from sale 
of said shares of stock will not exceed 
$301,000. 

Expense incident to the proposed 
distribution and sale of treasury stock 
will be nominal. 
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The Commission’s staff has ex- 
amined the application, and being of 
the opinion that the proposed transac- 
tion is compatible with the public in- 
terest, has recommended that the au- 
thority sought be granted. 

The effect of issuance of said treas- 
ury stock to stockholders as a dis- 
tribution of stock in the nature of a 
stock dividend, and the sale of stock, 
as contemplated, will be to reduce the 
book value of shares of stock, and 
unless net earnings should increase 
substantially, will reduce the amount 
of annual dividend per share. 

[1-3] While the Commission rec- 
ognizes the desirability of competitive 
bidding, to date it has not concluded 
that public interest demands that this 
rule be adhered to in all instances, but 
that each case should be considered 
on the facts peculiar to the matter un- 
der consideration. It here appears 
that the public sale method would cost 
the company considerably more for 
sale of the stock to be sold to stock- 
holders, as contemplated. Necessarily, 
preparation of documents, prospectus, 
etc., would be expensive. Consider- 
able time would be required for in- 
vestigation by interested underwriters. 
There could be no definite assurance 
as to the price at which the stock could 
be sold, and since it is to be offered to 
stockholders, only, they benefit there- 
by through purchase of stock or sale 
of rights, as the case may be. The 
right to fix amount of dividends, 
whether cash or stock, is not vested in 
this Commission by law. 

The Commission finds: That peti- 
tioner, The Home Gas and Electric 
Company, is a public utility, as defined 
in § 3, Chap 137, 1935 Colorado Stat- 
utes Annotated. 








That this Commission has jurisdic- 






ex- 

; of tion of said applicant and the subject 
sac- matter of petition herein. 

in- That the Commission is fully ad- 
au- vised in the premises. 






That the distribution and issuance 
by The Home Gas and Electric Com- 
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May 1, 1948, as set forth in the state- 
ment preceding, is proper, and is rea- 
sonably required and necessary for its 
proper corporate financing, the pay- 
ment of its outstanding bank notes, 
and the construction program afore- 
said. 

That the proposed securities trans- 
action is not inconsistent with the pub- 
lic interest, and the purpose, or pur- 
poses, thereof, are permitted by, and 
are consistent with, the provisions of 
Chap 137, 1935 Colorado Statutes An- 
notated, as amended by Session Laws 
of 1947, and the order sought should 
issue, and should be made effective 
forthwith. 
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filed tariffs, p. 61. 





mission law as a factor. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re North Penn Gas Company 


Application Docket No. 70403 
May 24, 1948 






PPLICATION of gas company for reformation of right-of-way 
A contract to bring rates provided therein into conformity 
with filed tariffs ; granted. 


Rates, § 49 — Jurisdiction of Commission — Effect of contract. 


1. The Commission has jurisdiction to reform a right-of-way contract so 
that a gas rate contained in the contract may conform with the company’s 


Rates, § 50 — Jurisdiction of Commission — Effect of contract — Date of Com- 














2. The Commission has jurisdiction to reform a right-of-way contract so 
that a gas rate provided in the contract may conform with the company’s 
filed tariff, although the contract was entered into prior to the enactment 
of the Public Utility Law, p. 61. 


Rates, § 3 — Constitutional limitations — Impairment of contract. 
3. The modification by the Commission of a rate fixed by contract between 
a gas company and a consumer does not impair the obligation of the contract 
under the Constitution of the United States, p. 61. 
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Discrimination, § 51 — Concessions to contract holders. 
4. Contracts giving rate concessions to consumers who grant to a gas com- 
pany a right of way for the construction and maintenance of a gas line are 
violative of § 304 of the Public Utility Law, in that they grant unreasonable 
preferences to those customers, p. 64. 


By the Commission: On July 14, 
1947, the North Penn Gas Company, 
Port Allegany, McKean county, filed a 
petition at the above application docket 
number, requesting the Commission 
to reform seven right-of-way contracts 
made by the North Penn Gas Com- 
pany’s predecessor, the Crosby Gas 
Company, with various parties. 

Subsequently, the parties named in 
the petition, acting in concert, filed a 
petition to dismiss, alleging, inter alia, 
that the Commission had no jurisdic- 
tion to reform the contracts since they 
were conveyances of interests in land, 
and that the relief sought would im- 
pair the obligation of the contracts. 

By order of October 29, 1947, the 
Commission denied the petition to dis- 
miss, and directed the matter to be set 
down for hearing upon receipt of an- 
swers. Respondents’ answer was re- 
ceived November 19, 1947. Hearings 
were held at Smethport, Pennsylvania, 
on January 28, 1948, and March 24, 
1948. 


It appears from the record that all of 
the contracts involved were made in 
the year 1901, by the Crosby Gas Com- 
pany, predecessor of the North Penn 
Gas Company, with persons from 
whom the company obtained right of 
ways for the construction and mainte- 
nance of a gas line. The contracts are 
similar in form with provision for the 
payment of a cash sum by the com- 
pany, together with an agreement that 
the company, or its assigns, will fur- 
nish natural gas to the dwelling house 
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situated on the premises, at the rate 
of 10 cents per thousand cubic feet. 
In two of the contracts the duration is 
stated as follows: 

“So long as the said parties of the 
second part, their heirs or assigns, 
shall transport natural gas through 
their gas line across said premises 

In the five other contracts the dura- 
tion is stated to be: 

“So long as the said parties of the 
second part, their heirs or assigns shall 
have sufficient gas to furnish their cus- 
tomers % 

In the tariff filed as Crosby Gas 
Company Tariff Pa. P.U.C. No. 6, 
provision was made for the company 
to fulfill the contracts for supplying 
gas at the rate of 10 cents per thou- 
sand cubic feet. This tariff was sub- 
sequently adopted by the petitioner as 
North Penn Gas Company Tariff Pa. 
P.U.C. No. 11. By a tariff titled Sup- 
plement No. 4 to North Penn Gas 
Company Tariff Gas Pa. P.U.C. No. 
12, the former tariff was canceled and 
new rates became applicable on Feb- 
ruary 1, 1947. Notice of the new 
rates was sent to all consumers, in- 
cluding the seven whose contracts are 
now under consideration. 

One of the seven parties was no 
longer taking gas from the petitioner, 
so service to him was discontinued. 
Another party’s premises were un- 
occupied and no gas was being con- 
sumed, and so the company shut off 
the supply of gas; however, the owner 
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maintains his right to commence re- 
ceiving gas at the same 10 cent per 
thousand cubic feet rate if and when 
the premises are reoccupied in the fu- 
ture. The company threatened to shut 
off the gas supply to the remaining five 
dwelling houses unless the higher tar- 
iff rates were paid ; however, service to 
these consumers was not shut off main- 
ly because, according to the testimony 
of the company representative delegat- 
ed to make the shut-off, he was threat- 
ened with physical violence in some 
instances if he did so. The company 
is accepting payment for gas service 
at the 10 cent per thousand cubic feet 
rate pending the outcome of this pro- 
ceeding. 

The basis of the company’s applica- 
tion for reformation of the contracts 
by Commission action is that the sup- 
plying of gas to these consumers at the 
rate of 10 cents per thousand cubic feet 
is unduly discriminatory against other 
consumers and in violation of § 304 
of the Public Utility Law. 

The respondents contend, first, that 
the Commission has no jurisdiction in 
the premises because the right-of-way 
contracts were conveyances of inter- 
ests in land and thus were not “con- 
tracts” within the meaning of the Pub- 
lic Utility Law, and further, because 
the conveyances were made prior to 
the enactment of the Public Utility 
Law. Secondly, respondents allege 
that they were not given adequate no- 
tice of the proposed new tariff as it 
might have applied to them and there- 
fore have not had their day before the 
Commission. Thirdly, respondents al- 
lege that the company seeks to divest 
itself of the burden of the contracts, 
and yet retain the benefits by main- 
taining the pipe line on the lands in- 


volved. Fourthly, respondents con- 
tend that there is no discrimination in 
their present rate in view of the fact 
that respondents furnish a valuable 
consideration to the company while 
other customers do not. Lastly, re- 
spondents contend that the present 
rate is fair and reasonable under the 
circumstances, namely, that the line is 
leaky and potentially dangerous, and 
is buried in the ground to such a shal- 
low depth as to interfere with soil cul- 
tivation. 

[1-3] The first and primary con- 
sideration is whether this Commission 
has jurisdiction to hear and determine 
the matter. The Pennsylvania appel- 
late courts have reviewed right-of-way 
agreements similar to those under con- 
sideration, and the decisions do not 
sustain the contention that revision of 
such agreements is beyond the prov- 
ince of this Commission. 

The following extract from the case 
of Scranton Electric Co. v. Avoca 
School Dist. (1944) 155 Pa Super 
Ct. 270, 274, 37 A2d 725, is particu- 
larly relevant: 

“Contracts for the service of utili- 
ties are presumed to have been made 
subject to the police power of the 
state (Leiper v. Baltimore & P. R. Co. 
262 Pa 328, PUR1919C 397, 105 Atl 
551; Scranton v. Public Service Com- 
mission, 268 Pa 192, PUR1920F 661, 
110 Atl 775; Suburban Water Co. v. 
Oakmont, 268 Pa 243, 252, PUR 
1920F 810, 110 Atl 778), and it is 
beyond the power of the contracting 
parties to fix rates or provide for serv- 
ice permanently. Pilaintiff’s estab- 


lished rates apply to defendant the 
same as to other consumers notwith- 
standing the existence of any contract 
providing for a different rate or for 
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free service:. Henshaw v. Fayette 
County Gas Co. 105 Pa Super Ct 564, 
PUR1933B 141, 161 Atl 896. The 
principle has been definitely and re- 
peatedly stated. The Public Service 
Company Law and the Public Utility 
Law supplant any agreement in so far 
as rates are involved between the con- 
sumer and the utility. The change of 
a rate, by the sovereign power of the 
Commonwealth, fixed by contract for 
the performance of service by a public 
utility company, does not impair the 
obligation of contract under the Con- 
stitution of the United States. ‘The 
contract is simply modified or re- 
formed so as to include for the time 
being the new rate fixed by law’: Sub- 
urban Water Co. v. Oakmont, supra, 
268 Pa at p. 254, PURI920F at p. 
818, 110 Atl at p. 782.” 

The case of Henshaw v. Fayette 
County Gas Co. 105 Pa Super Ct 564, 
PUR1933B 141, 161 Atl 896, is sim- 
ilar in many respects to the case at 
hand. There, the plaintiffs entered 
into a right-of-way agreement with 
defendant company in 1896, in which 
they granted a right of way in ex- 
change for free gas service. In 1920 
the company notified plaintiffs that 
henceforth they would have to pay the 
regular tariff rates. Plaintiffs ob- 
tained a temporary injunction, but 
the action was not disposed of until 
1932, when the equity court dissolved 
the injunction. On appeal the lower 
court’s decision was sustained. The 
superior court stated, at p. 567, PUR 
1933B at p. 143: 


“ce 


A duty is imposed upon the 
Commission to see that rates are not 
only fair and just, but equal and with- 
out discrimination. The policy of the 
law is to place every one, in so far as 
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is feasible, on an equal basis. Section 
8, Art. 3, of the Public Service Com- 
pany Law (p. 1393 [66 PS § 262]), 
provides: ‘It shall be unlawful .. . 
(a). To charge any person 
for any service rendered .. . 
a greater or less compensation or sum 
than it shall demand from 
any other person for a like 
and contemporaneous service under 
substantially similar circumstances 
and conditions. (b). To 
make or give any undue or unreason- 
able preference or advantage in favor 
of or to any person or any 
particular kind or description of . . . 
service in any respect whatsoever.’ As 
Judge Keller points out in Wayne Sew- 
erage Co. v. Fronefield (1921) 76 Pa 
Super Ct 491, 499: ‘Free use of pub- 
lic service by certain favored persons 
cannot be permitted under any form, 
whether deed, contract, ordinance, 
agreement, or otherwise: Vernon 
Twp. v. Public Service Commission 
(1920) 75 Pa Super Ct 54; Ben Avon 
v. Ohio Valley Water Co. (1921) 75 
Pa Super Ct 290,’ as such action is 
discriminatory. When a rate is once 
established, it applies to all, and cannot 
be departed therefrom. Suburban Wa- 
ter Co. v. Oakmont, 268 Pa 243, 254, 
PUR1920F 810, 110 Atl 778. The 
rate of the gas company applied, there- 
fore, to the appellants, the same as to 
other consumers, notwithstanding the 
existence of a written contract provid- 
ing for a different rate, as the Public 
Service Commission Law supplants 
any agreement, in so far as rates are 
involved, between the consumer and 
the company.” 
It is clear, therefore, that respond- 
ents’ contention that the agreements 
were conveyances of interests in land 
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does not remove this proceeding from 
the jurisdiction of the Public Utility 
Commission. Another important ele- 
ment is that the agreement under con- 
sideration in the Henshaw Case was 
made in 1896, prior to the enactment 
of the Public Service Act; therefore 
respondents’ argument that the agree- 
ments involved here are beyond our 
jurisdiction because they were made 
in 1901, is unsound. 

Furthermore, the constitutional pro- 
hibition against the impairment of the 
obligation of contracts is likewise not 
involved here. In the Henshaw Case, 
supra, the court expressly ruled out 
any such contention, and stated, at p. 
568, PUR1933B at p. 144: 

“The appellants also contend that 
the enforcement of the rate against 
them is an infringement upon the 
Fourteenth Amendment to the Con- 
stitution of the United States. Our 
supreme court, however, has taken the 
contrary view. In Suburban Water 
Co. v. Oakmont, supra (at pp. 253, 
255 of 268 Pa, at p. 817 of PUR 
1920F, 110 Atl at p. 781), it expressly 
holds ‘that the change of a rate fixed 
by contract for the performance of 
service by a public utility company does 
not impair the obligation of the con- 
tract under the Constitution of the 
United States. The contract 
is simply modified or reformed so as 
to include for the time being the new 
rate fixed by law. There is, 
however, no impairment of the obli- 
gation, but merely a fixing of the rate 
to be charged for the service, which 
rate could only be legally fixed by 
the parties so long as it was not fixed 
by the sovereign power of the com- 
monwealth, and the parties are pre- 


sumed to have included this provision 
in their contract. , 

Turning to the contention of re- 
spondents that they were not given 
adequate notice of the proposed new 
tariff, the record discloses that notices 
were mailed November 22, 1946, no- 
tifying respondents of the cancellation 
of North Penn Gas Co. Tariff Pa. 
P.U.C. No. 11, and the substitution 
therefor of North Penn Gas Co. Tariff 
Gas Pa. P.U.C. No. 12, effective Feb- 
ruary 1, 1947. It is further shown 
that for a period of at least three 
months after the effective date the re- 
spondents and the company engaged 
in correspondence and discussions in 
an attempt to reach a settlement of the 
dispute. The question of the fairness 
and reasonableness of the company’s 
over-all schedule of rates is not in- 
volved in this proceeding, and the 
primary issue here is whether the right- 
of-way contracts providing for a 10 
cent per thousand cubic feet rate are 
legally justifiable. With the issue thus 
defined, it is clear that respondents 
have been given ample notice of the 
proposed abrogation of their existing 
contractual relationship with the com- 
pany. 

Next, with regard to respondents’ 
contention that the company seeks to 
divest itself of the burden of the con- 
tracts, yet retain the benefits thereof, 
this argument must be examined in 
the light of the evidence that re- 
spondents or their predecessors in title 
received a cash consideration for the 
right of ways at the time of making 
the contracts in 1901, and that said 
respondents and their predecessors 
have been receiving the benefits of gas 
service at the rate of 10 cents per thou- 
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sand cubic feet for a period of forty- 
seven years since that time. 

The company’s petition contains cal- 
culations of the consideration received 
by each of the present consumers and 
their predecessors in title in the cash 
payment for the right of way and also 
in savings under the 10 cent per thou- 
sand cubic feet provision. These es- 
timates, exclusive of the cash consider- 
ation paid, range from $1,228.10, for 
the lowest single amount, to $2,994.- 
90, the highest single amount. The 
figures are computed as of the date of 
filing the petition under consideration. 
The aggregate amount which these 
consumers have received from the pe- 
titioner alone since its acquisition of 
the Crosby Gas Company in 1940 is 
estimated to be $2,295, and the ag- 
gregate annual estimated amount 
which these consumers are receiving is 
$531. The petition also contains es- 
timates of the greatest value of each 
right of way, based on the usual con- 
sideration paid for similar rights, and 
these estimates range from $42 to 
$198. 

Respondents object to these compu- 


tations on the ground that they are 
conjectures and fictitious computa- 
tions, and are not allegations of 
fact. We do not deem it nec- 
essary to rule on the admissi- 
bility of the company’s computations 
or to give any particular consid- 
eration to the figures, because of the 
fact that the right-of-way contracts 
have been in existence continuously 
since 1901 and have not been legally 
questioned by either the company or 
respondents, to our knowledge, since 
their inception. Whatever consider- 
ation the parties received at the time 
of making these agreements and 
thence forward until the present time, 
is immaterial to the outcome of this 
proceeding in view of the clear and 
unmistakable language of the Public 
Utility Law and the various decisions 
cited herein. 

[4] From the entire record, we find 
ample evidence that the terms of the 
right-of-way contracts under consider- 
ation are in violation of § 304 of the 
Public Utility Law, in that they grant 
unreasonable preferences to respond- 
ents. 
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$73,500,000 Program Proposed 
By Texas Gas Transmission 


EXAS GAS TRANSMISSION CORPORATION 

has applied for authority to construct and 
operate an 840-mile natural gas pipe line from 
the Carthage field east Texas to a point near 
Middletown in southwest Ohio. 

Total cost of the project, including con- 
tingencies, is estimated by the corporation at 
$73,500,000. By 1950, the new lines would have 
a peak daily sales capacity of approximately 
391,000,000 cubic feet which would bring the 
total sales capacity of its system up to about 
660,000,000 a day. 


Wiring Inspector’s Test Set 
Offered by Eastern Specialty 


A WIRING inspector’s test set has been de- 
LAX veloped by the Eastern Specialty Com- 
pany, Philadelphia 40, Pennsylvania, to enable 
one person to make a complete test of the wir- 
ing in any building without additional help. 

The device is housed in a gray fiber carrying 
case. Total weight is 13 lbs. All standard elec- 
trical component parts are used throughout. 

Bulletin No. 42, containing complete operat- 
ing data may be obtained from the manu- 
facturer. 


United Natural Gas to 
Enlarge Facilities 
U NITED NaturaL Gas Company has been 
granted temporary authority to construct 
facilities to enlarge its natural gas transporta- 
tion and underground storage system in Penn- 
sylvania. ; 

The facilities, estimated to cost $3,057,500, 
are described by the company as part of its 
long-range plan of improving its transmission 
and storage facilities to permit more efficient 
handling of increased quantities of western gas 
received by United Natural to meet increasing 
customer demands. 


Texas Eastern Transmission 
Plans Large Program 


"Ts EASTERN TRANSMISSION CORPORA- 
TION of Shreveport, Louisiana, owners and 
operators of the Big and the Little Big Inch 
pipe lines, recently applied to the Federal 
Power Commission for authority to perform 
construction which would increase its deliver- 
ies of natural gas to consumers in the East by 
235 million cubic feet daily and bring the total 
sales capacity of its pipe line system to 740 
million cubic feet per day. 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 








The increase in deliveries would be brought 
about as a cooperative effort with Texas Gas 
Transmission Corporation. 

Texas Eastern will spend $24 million in ad- 
ditional construction, looping of lines, and ad- 
dition of compressor horsepower to accom- 
plish the increased deliveries. 


Lone Star Gas Plans 
New Construction 


| eye Star Gas Company, Dallas, Texas, has 

been authorized to construct and operate 
additional natural gas facilities in Oklahoma 
and Texas. 

The company proposed by means of these 
additional facilities to increase the capacity of 
its system in order to meet more adequately the 
normal increase in demand for natural gas. 


New A-C High-Voltage Oil 
Circuit Breaker Available 


LLIs-CHALMERS’ new high-voltage, high- 
speed, quick-clearing, outdoor, frame- 








Improved Sherman 
ARMOR ROD CLAMPS 


Made of special silicon aluminum 
alloy. Exceptionally high tensile 
strength and corrosion resistance. No. 
R-101 has pure copper liner in small 
groove. Large groove for #6 to 1/10 
ACSR over armor rods. Write for 
Bulletin 25. 





H. B. SHERMAN MFG. CO. 
Battie Creek, Mich. 
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INDUSTRIAL PROGRESS—( Continued) 
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YES, the a2, 


UNDERWRITERS 


PENN-UNION Connector yaaa” 





LARGER SURFACES 


for the WRENCHES—a good - sized 


HEX Top and Bottom 


The men who use connectors appre- 
ciate the better design of the Penn- 
Union—especially when they have to 
make a splice in close quarters, or any 
unhandy location. 


Better Design is a feature of the en- 
tire Penn-Union line, which includes 
Tees and Taps, Straight Connectors, 
Terminals, Grounding Clamps, and 
many more fittings . . . every one thor- 
oughly dependable, mechanically and 
electrically. Preferred by leading users, 
who have found that “Penn-Union” 
on a fitting is their best guarantee of 
unfailing service. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. 


The COMPLETE Line of Conductor Fittings 


PENN-UNION 
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mounted oil circuit breaker—Type FZO-151— 
announced earlier this year in 69 kv ratings 
from 500,000 to 1,500,000 kva interrupting 
Capacities, is now available in interrupting 
capacities to 2,500,000 kva, according to the 
company’s Boston Works. 


$13,350,000 Program Planned by 
Tennessee Gas Transmission 


ENNESSEE GAS TRANSMISSION COMPANY 

has filed an application with the Federal 
Power Commission for authorization to con- 
struct facilities to increase the company’s 
authorized system delivery capacity to 1,060,- 
000,000 cubic feet of gas daily. The construc- 
tion project has been estimated to cost about 
$13,350,000. 

In order to provide necessary new capac- 
ity, Tennessee Gas Transmission proposes con- 
struction of about 156 miles of 30-inch main 
line loops and the installation in existing com- 
pressor stations of units totaling 6,800 horse- 
power along with miscellaneous facilities. 


Catalogs and Bulletins 


Schutte and Koerting Company 

K heat exchangers and vapor condensers 

are described in a new bulletin issued by 
Schutte and Koerting Company. Twelve pages 
of text, photographs, and sectional drawings 
present comprehensive data on SK single and 
two pass heat exchangers, vapor condensers, 
U-tube and tank type exchangers, Radiafin tube 
exchangers, and vent condensers. 

Colored cross section drawings show the 
methods of operation, while dimension draw- 
ings and tables give the over-all sizes of the 
various types. 

Copies can be obtained by writing for Bulle- 
tin 12-H to Schutte and Koerting Company, 
12th & Thompson streets, Philadelphia 22, 
Pennsylvania. 


Dresser Industries, Inc. 

Avnane upon request is a new 48-page, 
pocket-sized booklet listing the thirteen 

operating companies of Dresser Industries, 

Inc., and identifying the products and services 

of each. 

Tied in with action shots of Dresser equip- 
ment at work in the gas, oil, chemical, mining, 
and other industrial fields are abbreviated lists 
of individual company products and their more 
important applications. Included also are a 
number of pages covering the gas-fired heat- 
ing systems and automatic water heaters built 
by three Dresser companies for use in houses, 
apartments, institutions and for commercial 
and industrial requirements. 

For copies write to Dresser Industries, Inc., 
1130 Terminal Tower, Cleveland 13, Ohio. 


Cold Cathode Lighting 
F LUORESCENT LIGHTING ASSOCIATION has an- 
nounced the publication of a new promo- 
tional booklet .entitled “Cold Cathode Nr ight- 
ing.’ 
Copies may be obtained from the Fluorescent 
one Association, 501 Fifth avenue, New 
ork, 1 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the -problems of 
Annval Subscription utility regulation. Five vol: 

Price umes a year—$7.50 each. 


$43.50 Annual Index—$6. 


PUBLICATIONS AND 


Essential to those interested in the pubiic utility 
industries, their regulation and allied topics, 


———— 


P. U. R. 
SERVICES 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- 
ses and explanations of day- 
to-day developments. 





$15 
Twenty-Six 
Issues a Year 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorito- 
tive encyclopedia of Public Service 
law and Regulation. A life-time 
Digest,; kept up-to-date by annvol 
supplements. 











P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital,. highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 





$12.50 
Quarterly 








SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
twice each month. 





$25 Quarterly 


FEDERAL UTILITY REGULATION ANNOTATED 
Current Services 





FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sved once each month. 


$36 Annually 





. 





VOL. 1 (SEC) 


A complete annotation of the 
Public Utility Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 





Price: $12 


FEDERAL UTILITY REGULATION ANNOTATED 






VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 


Price: $15.50 








-P.U.R. 
Question Sheets 
Twenty-Six Issues Annually $10 


—_ 





Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way for a 
busy man to keep informed on current 
vtility regulation, 








Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, nc. 


MUNSEY BUILDING 


WASHINGTON 4, D. c. 
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Utility Round Table 


Utility operating companies that}: 
qjonce could turn to their parent EK 
holding company for construction xs 
capital and other financial needs 
have found the counsel offered at} ¥ 
the Irving Trust Company Investor 
Round Table Conferences a boon to 
a better understanding of their sy 
newly acquired responsibility. To- 
day the bank will complete its 
stleighth such conference, the final 
meeting of the current series that 
OF IRVING TRUST'S began last October. Since that 
time nearly 100 senior officers, in- 

a aun cluding three board chairmen, 
P bl | Iealat eighteen presidents, twenty-six 
u 1C yY vice presidents and fifteen treas- 

E urers, representing forty-five utili- 
,;ties operating in nineteen states; 

CONFERENCES il/have attended the meetings. In 
all-day meetings, participants in 
discussions have included invest- 
ment bankers, top-ranking secu- 
rity analysts, insurance company|¢ 
officers representing the institu- 
m ” ‘| tional buyer’s viewpoint, executive 

“New York Times “lofficers of the New York Stock 
The e | . |Exchange, and several financial 
said recently + °° | editors from New York daily news- 
papers. 


- 
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e@ Our Public Utility Department . . . consisting of a 
specially organized group . . . will gladly confer with your 
company on financial problems and cooperate with you in 
formulating an overall program. This Department is under 
the direction of Tom P. Walker, Vice President, who was 
prominent in the management of utility companies for 
many years. 


Ca? 
IRWVI oe OORUST 


ONE WALL STREET s NEW YORK 15, N. Y. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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214 Pages 
Price: $5 


Munsey Building 











“ANATOMY of DEPRECIATION” 


® A discussion of utility accounting 
methods in effect from time to time, or 
proposed by regulatory or utility repre- 
sentatives, with particular reference to 
recent controversies. 


by 
LUTHER R. NASH, S.B., S.M. 


Author of "The Economics of Public Utilities,” "Public 
Utility Rate Structures," and numerous monographs 


and articles. 
Yy 


COVERING THESE IMPORTANT TOPICS 
@ Early Accounting History 
@ Retirement Accounting 
@ Straight-Line Method 
@ Service Lives 
@ Interest Methods 
@ Reserve-Size Method 


@ Treatment of Reserves 


@ Relative Advantages of Available Methods 








Send your order to 


PUBLIC UTILITIES REPORTS, INC. 


—Publishers— 


Washington 4, D. C. 
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(Case History #102) , 
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Skyrocketing upkeep costs were throwing 
Mr. Higby’s budget out of kilter. Floor 
care alone took $60,000 in wax and work 
each year. Yet floors looked poorly . . . and 
were always slick. Accidents, and their 
costs, added to his mounting troubles. 


Is there an “out? Mr. Higby found the answer in 
the interesting Legge book. It told of “sacred cows” in 
floor upkeep...and how they ran up costs. His was 
there, too —old-fashioned maintenance methods. 


FREE! THIS BOOK MAY ANSWER YOUR 
$64 QUESTION 


Maintaining floors often costs more than you suspect. If you're 
spending too much, out-dated “sacred cows” and “hidden” items 
are probably to blame. How to spot them and avoid them is the 
theme of our booklet, “Mr. Higby Learned about Floor Safety 
the Hard Way.” 

This revealing book also tells how a Legge floor technician 
tailors a modern program to your 
needs that gives bright-looking, 
Non-Slip floors at savings up to 






















How to save $19,000 It was easy once out-dated 
ideas were routed out. A Legge expert developed a 
scientific floor program that gave bright-looking, Non- 
Slip floors. Costly accidents stopped. And costs per yeat 
tumbled $19,000. 





A 10-minute reading 
of this book may show 
you how to save much. 
So send for it, without 
obligation. Clip the 
coupon to your letter- 
head and mail. 














PORTE yet pt eg 


WALTER G. LEGGE CO., INC. 
11 West 42nd St., New York 18, N. Y. i 
360 N. Michigan Ave., Chicago 1, IH. ] 
Gentlemen: 

Please send me your free book, “Mr. 
Higby Leorned About Floor Safety the 
Hord Woy.” 














G Signed 
° Title 
WALTER G. LEG E COMPANY, INC. © a ele ! 
New York * Boston © St.lovis + Chicago + Ft.Worth + Seattle * Cleveland ! colt | 
los Angeles * Washington,D.C. * Denver + Rochester * Pittsburgh * Detroit Area sq. ft. Pis i 
——_—— ee 
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‘PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » » 





Tur American Arprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS e¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








f¢ Jord, Bacon & Davis 
BaD VALUATIONS Engineers CONSTRUCTION 


REPORTS RATE CASES 
NEW YORK © PHILADELPHIA © CHICAGO © LOS ANGELES 








GILBERT ASSOCIATES, Inc. 








SPECIALISTS 
Steam, Hlectric, Ges, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Yana and Daehn Serving Utilities and Industrials ee err gg ta 
perating Betterments, 2 §, 
Inspections and Surveys, Reading e Philadelphia Original Cost Accounting, 


Feed Water Treatment. Washington «¢ New York Accident Prevention, 








FREDERIC R. HARRIS, INC.’ - 
FREDERIC R. HARRIS ENGINEERING CORPORATION 


FREDERIC R. HARRIS FREDERICK H. DECHANT 
\ ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
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PROFESSIONAL DIRECTORY (continued) 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











Se h ul lj ‘ an 


ENGINEERS CONSTRUCTORS 


1200 N. Broad Street Philadelphia 21; Pa 
New York 6 Washington 5 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 





Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 


NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 











N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 








Besten 10, Mass. =<. Washington, D. C. 





(Professional Directory Continued on Next Page) 
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Pioneer Service &Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET. 








CHICAGO 4, ILLINOIS — 





Complete Services for GAS and ELECTRIC Utilities 
OFSIGNING + ENciNEERING « constaucrion OED RE Ta] 


4 
Complete Plants, Additions or Installations . . 





every detail geared to more profitable operation ENGINEERS * CONSTRUCTORS * MANUFACTURERS 


See Sweets Files, Refinery Catalog, etc for details 











SANDERSON & PORTER Sap 


ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Iil. 








E. A. STEINBERGER 


Consulting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 
Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 


1309 Liberty Bank Building Dallas 1, Texas 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

arene Sewage and Industrial Waste Problem: 
elds, Refuse Incinerators, Industrial Buildings 
Aan Planning, Reports, Valuations, Laboratory 


1528 WALNUT STREET PHILADELPHIA 2 


LUCAS & LUICK 


ENGINEERS 
DESIGN CONSTRUCTION SUPERVISION, 
OPERATION AGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaLite St., CHicaco 














BLACK & VEATCH 
CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 


struction of Public Utility Properties 
4706 BROADWAY KANSAS CITY, MO. 


ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic StrucruRES — UTILITIES 
FLoop Controt — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 


Contractors 


TRANSMISSION LINES—UNDERGROUND D)isTRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SouTH DgarsorN St. CHiIcaco 











W. C. GILMAN & COMPANY 
ENGINEERS 


and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











Francis S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SoutH MICHIGAN AVENUE, CHICAGO 


MANFRED K. TOEPPEN 
ENGINEER 


CoNSULTATION—INVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 

MATTERS 
639 South Spring Street, Los Angeles 14, Calif. 


ana 
261 Broadway, New York 7, N. Y. 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


WESTCOTT & MAPES, inc 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS ¢ REPORTS 
DESIGN © SUPERVISION 

















BOSTON NEW YORK New Haven, Connecticut 
JENSEN BOWEN & FARRELL Representation in this Professional Directory 
’ may be obtained at very reasonable rates. 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Albright & Friel, Inc., Engineers 
American Appraisal Company, The 


*Babcock & Wilcox Company, The .. 
Barber Gas Burner a The . 
*Barber-Greene Compa 

Black & Veatch, Consult 


c 
Carter, Earl L., Consulting Engineer 


Cleveland Trencher Co., The 
*Combustion Engineering Company, Inc. 


y & Zimmermann, Inc., paw 2 
Dodes Division of Chrysler Corp. ..Inside Back Cover 


Ebasco Services, Incorporated 
Electric Storage Battery Company, The 
Electrical Testing Laboratories, Inc. 


F 
Ford, Bacon & Davis, Inc., Engineers 


General Electric Company 

*GMC Truck and Coach Division 
Gilbert oy ey ine. = Engineers 
Gilman, W. C., P 

Grinnell Seapeien, = 





Haberly, Francis S., Consulting Engineer 
Harris, Frederic R., Inc., Engineers 
Hoosier Engineering Company 


*international Business Machines Corporation ... 
international Harvester Company, Inc. 
Irving Trust Company 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 


Professional Directory 


*Fortnightly advertisers not in this issue. 


Kinnear Manufacturing Company, The 
Inside Front 
Kuljian Corporation, The, Engineers 


L 


Leffer, William S., Engineers 
Legge, Walter G., Co., Inc. 
Loeb and Eames, Engineers 
Lougee, N. A., & Company 
Lucas & Luick, Engineers 


Main, Chas. T., Inc., ee 
*Mercoid Corporation, Ine 
*Merrill Lynch, Pierce, Fenner & Beane 


N 
Newport News Shipbuilding & Dry Dock Co. 


Penn-Union Electric Corporation 
Pioneer Service & Engineering Co. 
Pittsburgh Plate Glass Company ... 
Pritchard, J. F., & Company 


Recording & so Corp. 

Regester, Robert T., Consulting Engineer 
Remington Rand, Inc 

Robertson, H. H., Company 
Rust-Oleum Corporation 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Min Ce. Co., Contractors 
Sherman, H. B., 

Sloan, Cook & 

Springfield Boiler C 

Steinberger, E. A., Engineer 


T 


Toeppen, Manfred K., Engineer 


Westcott & Mapes, Inc. 
White, J. G., ee Corporation, The .... 
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ead this 10 Feint Comparison 


(Dodge Model F-152; 14,500 pounds Gross Vehicle Weight—and 
Comparable Competitive Models.) 


sobtered” | TRUCK | TRUCK | TRUCK 
TRUCK A 8 c 


Wheelbase 152 in, 161 in. 158 in. 159 in. 


FEATURES AND ADVANTAGES 


Cab-to-Axle—to take 12-foot body 84 in. 84 in. 84.06 in. 84 in. 


Wide-Tread Front Axles (shorter 
turning—more stability) 62 in. 56 in. 60.03 in. 58% in. 


Modern “Cross-Type” Steering Yes No No No 


Turning Diameter * —Left 50% ft. 60% ft. 
—Right 50% ft. 54% ft. 


Maximum Horsepower 109 93 100 93 100 


Total Spring Length (Front and Rear 
“Cushioned Ride”) 194 in. 171% in. 162 in. 176 in. 182 in. 


Cab Seat Width (Measure of Roominess) t 57% in. 52% in. 51% in. 47 in. 52% in. 
Windshield Glass Area a 901 sq. in. 713 sq. in. 638 sq. in. 545 sq. in. 713 sq. in. 


Vent Wings plus Rear Quarter Windows Yes No No No No 


* To outside of tire (curb clearance.) Computed from data based on tests or computations obtained from usually reliable sources. t All four 
springs. t Measured from production models. 4 Computed from width—and depth measurements; no allowance for contours. 


Front axles have been moved back, 
engines forward, placing more load 
on the front axle. While cab-to- 
axle dimensions are the same, 
wheelbases are shorter, giving 
much better weight distribution. 
This new weight distribution, com- 
bined with longer springs, and 
“Air-O-Ride” seats, produces a 
marvelous new “‘cushioned-ride.”’ 
You can turn in much smaller 
circles, both right or left —because 
of new type “cross-steering,” 
shorter wheelbases and wide tread 
front axles. 

Dodge offers 248 basic “‘Job-Rated”’ 
models, up to 23,000 Ibs. G.V.W., 
up to 40,000 Ibs. G.T.W. 
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